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Prosthetic Device (Prosthesis). An artificial substitute for a mssing
body part.

Provider. A hospital or other institutional provider, a physician, or
ot her individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.

Provi der Excl usion and Suspension. The terns “exclusion” and
“suspension”, when referring to a provider under CHAMPUS, both nean the
denial of status as an authorized provider, resulting in itens, services, or
supplies furnished by the provider not being reinbursed, directly or
indirectly, under CHAMPUS. The terns may be used interchangeably to refer to
a provider who has been denied status as an authorized CHAMPUS provi der based
on 1) a crimnal conviction or civil judgnent involving fraud, 2) an
adm nistrative finding of fraud or abuse under CHAMPUS, 3) an admi nistrative
finding that the provider has been excluded or suspended by another agency of
the Federal Governnent, a state, or a local licensing authority, 4) an
adm nistrative finding that the provider has knowingly participated in a
conflict of interest situation, or 5) an administrative finding that it is in
the best interests of the CHAMPUS or CHAMPUS beneficiaries to exclude or
suspend the provider.

Provider Termination. Wen a provider’'s status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not neet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provi der.

Psychiatric energency. A psychiatric inpatient adm ssion is an energency
when, based on a psychiatric evaluation perfornmed by a physician (or other
qualified nmental health care professional with hospital adm ssion authority),
the patient is at immediate risk of serious harmto self or others as a
result of a nental disorder and requires inmediate continuous skilled
observation at the acute |evel of care.

Radi ati on Therapy Services. The treatnment of diseases by x-ray, radium
or radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to
anot her aut horized provider to obtain necessary nedical treatnent. Ucler
CHAMPUS, only a physician nmay make referrals.

Regi stered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-
tered for practice after exam nation by a state board of nurse exam ners or
simlar regulatory authority, who holds a current, valid license, and who is
entitled legally to use the designation R N

Representative. Any person who has been appointed by a party to the ini-
tial determ nation as counsel or advisor and who is otherwise eligible to
serve as the counsel or advisor of the party to the initial determ nation,
particularly in connection with a hearing.

#First Amendnent (Ch 2, 10/30/91)

2-23



DoD 6010, 8-R

Resi dent (Medical). A graduate physician or dentist who has an MD. or
D.0. degree, or D.D.S. or D.MD. degree, respectively, is licensed to
practice, and who chooses to remain on the house staff of a hospital to get
further training that will qualify himor her for a nedical or dental
specialty.

Residential Treatnment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Retiree. A menber or former nenber of a Uniforned Service who is
entitled to retired, retainer, or equivalent pay based on duty in a Uniforned
Servi ce.

Routi ne Eye Exam nations. The services rendered in order to determ ne
the refractive state of the eyes.

Sancti on. For purpose of Chapter 9, “sanction” means a provider
excl usion, suspension, or termnation.

Secondary Payer. The plan or program whose nedi cal benefits are payable
i n doubl e coverage situations only after the primary payer has adjudicated
the claim

Sem private Room A roomcontaining at least two beds. If a roomis
designated publicly as a sem private accommodati on by the hospital or other
authorized institutional provider and contains nultiple beds, it qualifies as
a sem private roomfor the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distinct part of an
institution) that nmeets the criteria as set forth in subsection B.4. of
Chapter 6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an
RN, or L.P.N.or L.V.N., and is required to be performed under the
supervision of a physician to ensure the safety of the patient and achieve
the nedically desired result. Exanples of skilled nursing services are
i ntravenous or intramuscular injections, 1levin tube or gastrostony feedings,
or tracheotony aspiration and insertion. Skilled nursing services are other
t han those services that provide primarily support for the essentials of
daily living or that could be perfornmed by an untrained adult w th m ninm
i nstruction or supervision.

Special Tutoring. Teaching or instruction provided by a private teacher
to an individual usually in a private or separate setting to enhance the
educati onal devel opnent of an individual in one or nore study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact |enses,
that help to correct faulty vision.

Sponsor . An active duty nmenber, retir€e, or deceased active duty menber
or retiree, of a Uniformed Service upon whose status his or her dependents’
eligibility for CHAMPUS is based.

Spouse. A lawful wife or husband regardl ess of whether or not dependent
upon the active duty nmenber or retiree.

2-24
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CHAPTER 4
BASI C PROGRAM BENEFI TS
TABLE OF CONTENTS
Gener al .
1. Scope of benefits.
2. Persons eligible for Basic Program benefits.
3. Aut hority to act for CHAMPUS.
4, Status of patient controlling for purposes of
cost-sharing.
5. Right to infornation.
6. Physi cal exam nati ons.
1. Tinely filing of clains.
8. Doubl e coverage and third party recoveries.
9. Nonavailability Statenments (DD Forns 1251).
a. Rul es applicable to issuance of Nonavailability
Statement (DD Form 1251).
b. Beneficiary responsibility.
C. Rules in effect at time civilian nedical care is
provi ded apply.
d. Nonavailability Statenent (DD Form 1251) nust
be filed with applicable claim
e. Nonavailablility Statenment (NAS) and O ai ns
Adjudication.
10,  Utilization review and qual ity assurance.
11.  Preauthori zation.
a. Pur pose of Preauthorization.
b. Adm ssions to authorized institutions requiring
preaut hori zati on.
c. Oher preauthorization requirenents.
12.  Uilization review, quality assurance and preauthorization
for inpatient mental health services.
a. In General.
b. Preadmi ssion authorization.
13.  Inplenmenting instructions.
Institutional Benefits.
1. CGeneral .
a. Billing practices.
b Successive inpatient adm ssions.
C Rel at ed services and supplies.
d. | npatient, appropriate |evel required.
e Ceneral or special education not covered.
2. Covered hospital services and supplies.

#Fi rst Anendnent
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a. Room and boar d.

b. General staff nursing services.

C. ICU.

d. Qperating room recovery room

e. Drugs and nedi ci nes.

f. Dur abl e nmedi cal equi pnent, medical supplies, and
dr essi ngs.

g. Di agnostic services.
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h. Anest hesi a.
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3. Cover

Bl ood.

Radi ation therapy.

Physi cal therapy.

Oxygen.

| ntravenous injections;

Shock t herapy.

Chenot her apy.

Renal and peritoneal dialysis.
Psychol ogi cal evaluation tests.
Ot her nedical services.

ed services and supplies provided by special

nmedi cal treatnment institutions or facilities,
ot her than hospitals or RTICs.
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Room and boar d.

Ceneral staff nursing services.
Drugs and nedi ci nes.

Dur abl e nedi cal equi prent, nedical supplies,
and dressi ngs.

Di agnostic services.

Bl ood.

Physi cal therapy.

Oxygen.

| ntravenous injections.

Shock therapy.

Chenot her apy.

Psychol ogi cal evaluation tests.
Renal and peritoneal dialysis.
Ot her nedical services.

4, ervices and supplies provided by RTCs.
Room and boar d.
Patient assessnent.
Di agnostic servi ces.
Psychol ogi cal evaluation tests.
Treatment of nental disorders.
Ot her necessary nedical care.
Criteria for determning nedical or
psychol ogi cal necessity>
h. Preaut hori zati on requirenent.
I Concurrent review.
5. Extent of institutional benefits.
a. | npati ent room acconmodati ons.
b. Ceneral staff nursing services.
C. ICU .
d. Treat ment roons.
e. Drugs and medi ci nes.
f. Dur abl e medi cal equi pnent, nedi cal
suppl i es, and dressings.
g. Transitional use itenmns.
h. Anesthetics and oxygen.
6. | npatient nental health services.
a. Criteria for determning nedical or

psychol ogi cal necessity

4-i1i
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b. Emer gency adm ssi ons

C. Preauthorization requirenents

d. Concurrent review

Emer gency i npatient-hospital services.
a. Exi stence of nedical energency.
b. | mredi at e adm ssion required.

C. C osest hospital utilized.

RTC day limt.

Acute care day limts.

Prof essional Semtes Benefit.

1.

O her

#Fi rst Anendnent

CGener al .
a. Billing practices.
b. Services nmust be rel ated.

Covered services of physicians and other authorized
i ndi vi dual professional providers.
a. Sur gery.
Surgi cal assistance.
| npatient nmedical services.
Qut patient nedical services.
Psychiatric services.
Consul tation services.
Anest hesi a servi ces.
Radi ati on therapy services.
X-ray services.
Laboratory and pat hol ogi cal services.
Physi cal nedicine services or physiatry services.
Maternity care.
Wl | - baby care.
Gt her nedical care.
Private duty (special) nursing services.
Routine eye exam nations.
tent of professional benefits.
Mil tiple surgery.
Different types of inpatient care, concurrent.
Need for surgical assistance.
Aftercare foll ow ng surgery.
Cast and sutures, renoval.
| npatient care, concurrent.
Consul tants who becone the attendi ng surgeon.
Anest hesia adm ni stered by the attending physician
Treatment of nental disorders.
Physi cal and occupational therapy.
el | - baby care.
Private duty (special) nursing.
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Benefits.
Gener al .
Billing practices.
Qt her covered services and suppli es.

a. Bl ood .

b. Dur abl e medi cal equi pnent.

C. Medi cal supplies and dressings (consumables).
d. Oxygen.
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Anmbul ance.

Prescription drugs and nedi ci nes.
Prosthetic devices.

Orthopedi ¢ braces and appli ances.

J0m H o

al Benefit Information.

Cener al .

Aborti on.

Fam |y pl anni ng.

a. Birth control (such as contraception).
b. Cenetic testing.

Treatment of al coholism

a. Emergency and inpatient hospital services.
b. Aut hori zed al cohol i sm treatnent.
C. Excl usi ons.

d. Confidentiality.

Organ transpl ants.

Reci pi ent costs.

Donor costs.

Ceneral [imtations.

Ki dney acqui sition.

Li ver Transpl ants.

. Heart Transpl ants.

Eyegl asses, spectacles, contact |enses, or other
opti cal devices.

a. Exception to general exclusion.

b. Li mtations.

Transsexual i sm or hermaphroditism

Cosnetic, reconstructive, or plastic surgery.
a. Limted benefits under CHAMPUS.

~® o0 U

b. Ceneral excl usions.

C. Noncovered surgery, all related services and
suppl i es excl uded.

d. Exanpl es of noncovered cosnetic, reconstructive,

or plastic surgery procedures.
Conplications (unfortunate sequelae) resulting from
noncovered initial surgery or treatnent.

Dent al

a. Adjunctive dental care, |imted.

b. Ceneral excl usions.

C. Preaut hori zation required.

d. Covered oral surgery.

e. | npatient hospital stay in connection wth non-

adjunctive, noncovered dental care.

Drug abuse.

a. Limtations on who can prescribe drugs.

b. Drug mai nt enance prograns excl uded.

C. Ki nds of prescription drugs that are nonitored
carefully by CHAMPUS for possible abuse situations.
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20.
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23.
24.
29.
26.
21.
28.
29.
30.
31.
32.
33.
34.

35.
36.
37.
38.
39.
40.
41.

42.
43.
44,
45.
46.
47,
48.
49.
50.
51.
52.
53.

54,
59.
56.
57.
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Doubl e coverage.

Nonavailability Statenent required.
Preaut hori zation required.

Psychoanal ysis or psychot herapy, part of education.
Runaways.

Services or supplies ordered by a court or other
governnent agency.

Work-rel ated (occupational) disease or injury.
Cosnetic, reconstructive, or plastic surgery.
Surgery, psychol ogi cal reasons.

El ectrol ysis.

Dental care.

(obesity, weight reduction.

Transsexual i sm or hermaphroditism

Sexual dysfunctions or inadequaci es.

Corns, calluses, and toenails.

Dysl exi a.

Surgical sterilization, reversal.

Artificial insemnation, in-vitro fertilization,
ganet e intrafallopian transfer and all other simlar
reproductive technol ogies.

Nonprescription contraceptives.

Tests to determne paternity or sex of a child.
Preventive care.

Chiropractors and naturopaths.

Counsel i ng.

Acupunct ur e.

Hai r transplants, w gs, or hairpieces.

a. Benefits provided.

b. Exclusions.

Education or training.

Reserved.

Exer ci se.

Audi ol ogi st, speech therapist.

Vi sion care.

Eye and hearing exam nations.

Prosthetic devices.

Ot hopedi ¢ shoes.

Eyegl asses.

Hearing aids.

Tel ephoni ¢ servi ces.

Air conditioners, humdifiers, dehumdifiers, and
purifiers.

El evators or chair lifts.

Alterations .

C ot hi ng.

Food, food substitutes.
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58. Enuresis.

59.  Reserved.

60. Autopsy and postnortem

61.  Canpi ng.

62. Housekeeper, conpanion.

63. Noncovered condition, unauthorized provider.

64. Confort or convenience.

65. “Stop snoking” prograns.

66. Megavitamin psychiatric therapy, orthomo.ecu ar
psychiatric therapy.

67.  Transportation.

68. Travel.

69. Institutions.

70.  Suppl enental diagnostic services.

71.  Suppl enmental consultations.

72.  Inpatient mental health services.
73. Econom c interest in connection wiwth nmental health
adm ssi ons.

74.  Not specifically |isted.

H. Payment and Liability for Certain Potentially Excludable

Servi ces Under the Peer Review Organization Program

1. Applicability.

2. Paynent for certain potentially excludable expenses.

3. Liability for certain excludable services.

4. Criteria for determning that beneficiary knew or could
reasonabl y been expected to have known that services were
excl udabl e.

b. Criteria for determning that provider knew or could
reasonably have been expected to have known that that
services were excludable.

4-Viii
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C. Docunment ati on for preauthorization - approved treatnent plan.
A request for preauthorization described in subsection Al. of this chapter,
requires subm ssion of a detailed treatment plan, in accordance with
gui delines and procedures issued by the Director, OCHAMPUS.

d. Q her preauthorization requirenments

(1) The Director, OCHBAMPUS, or a designee, shall respond to
all requests for preauthorization in witing and shall send notification of
approval or denial to the beneficiary.

(2) The Director, OCHAMPUS, or a designee, shall specify, in
the approved preauthorization, the services and supplies the approval covers.

(3) An approved preauthorization is valid only for 90 days
fromthe date of issuance. |f the preauthorized services and supplies-are
not obtained or commenced within the 90-day period, a new preauthorization
request is required.

(4) A preauthorization may set forth other special limits or
requirenents as indicated by the particular case or situation for which
preaut horization is being issued.

12.  UWilization review, quality assurance and preauthorization for
| npatient nmental health services.

a. 1n general. The Director, OCHAMPUS shall provide, either
directly or through contract, a program of utilization and quality review for
all mental health care services. Among other things, this program shal
i ncl ude mandatory preadm ssion authorization before nonemergency inpatient
mental health services may be provided and mandatory approval of continuation
of inpatient services within 72 hours of emergency adm ssions. This program
shall also include requirenents for other pretreatnment authorization
procedures, concurrent review of continuing inpatient and outpatient care,
retrospective review, and other such procedures as determ ned appropriate by
the Director, OCHAMPUS. The provisions of paragraph H of this chapter and
paragraph F, Chapter 15, shall apply to this program The Director,

OCHAMPUS, shall establish, pursuant to paragraph F., Chapter 15, procedures
substantially conparable to requirements of paragraph H of this chapter and
Chapter 15. If the utilization and quality review programfor mental health
care services is provided by contract, the contractor(s) need not be the sane
contractor(s) as are engaged under Chapter 15 in connection with the review
of other services.

b. Preadm ssion authorization.

(1) This section generally requires preadm ssion authorization
for all nonenergency inpatient nmental health services and pronpt continued stay
authorization after emergency adm ssions. Institutional services for which
payment would otherwi se be authorized, but which were provided w thout
conpliance with preadm ssion authorization requirements, do not qualify for the
sane paynent that would be provided if the preadm ssion requirenents had been
met .

#First Amendnent (Ch 2, 10/30/91) 4
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(2) In cases of nonconpliance with preadm ssion authorization
requi rements, institutional paynment wll be reduced by the anount attributable
to the days of services without the appropriate certification up to a maxi num
of five days of services. |n cases in which paynent is determned on a
prospectively set per-discharge basis (such as the DRG based paynent system,
the reduction shall be $5c0for each day of services provided wthout the
appropriate preauthorization, up to a maxinum of five days of services.

(3) For purposes of paragraph A.12.b. (2) of this chapter, a day
of services without the appropriate preauthorization is any day of services
provided prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization subsequently
recei ved.

(4) Services for which payment is disallowed under paragraph
A.12.b. (2) of this chapter may not be billed to the patient (or the patient’s
famly).

13. | mpl ementing instructions. The Director, OCHAMPUS, or a designee,
shal | issue policies, instructions, procedures, guidelines, standards, or
criteria as nmay be necessary to inplenent the intent of this Regul ation.

B. INSTITUTIONAL BENEFI TS

1. General. Services and supplies provided by an institutional provider
aut hori zed as set forth in Chapter 6 of this Regulation may be cost-shared only
when such services or supplies (i) are otherw se authorized by this Regul ation;
(i1) are nedically necessary; (iii) are ordered, directed, prescribed, or
delivered by an OCHAMPUS- aut hori zed i ndividual professional provider as set
forth in Chapter 6 of this Regulation or by an enployee of the authorized
institutional provider who is otherwise eligible to be a CHAMPUS aut hori zed
| ndi vi dual professional provider; (iv) are delivered in accordance wth
general ly accepted norms for clinical practice in the United States; (v) neet
established quality standards; and (vi) conply with applicable definitions,
conditions, limtations, exceptions, or exclusions as otherwi se set forth in
this Regul ation.

a. Billing practices. To be considered for benefits under this
section B., covered services and supplies nust be provided and billed for by a
hospital or other authorized institutional provider. Such billings nust be
fully item zed and sufficiently descriptive to permt CHAMPUS to determ ne
whet her benefits are authorized by this Regulation. In the case of continuous
care, clainms shall be submtted to the appropriate CHAMPUS fiscal internediary
at |least. every 30 days either by the beneficiary or sponsor or, on a
participating basis, directly by the facility on behalf of the beneficiary
(refer to Chapter 7).
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b. Successive inpatient adm ssions. Successive inpatient adm ssions
shal | be deemed one inpatient confinement for the purpose of conputing the
active duty dependent’s share of the inpatient institutional charges, provided
not nore than 60 days have el apsed between the successive adm ssions, except
t hat successive inpatient adm ssions related to a single maternity episode
shal | be considered one confinenent, regardless of the nunber of days between
adm ssi ons. For the purpose of applying benefits, successive adm ssions wll
be determ ned separately for maternity adm ssions and admi ssions related to an
accidental injury (refer to section F. of this chapter).

C. Rel ated services and supplies. Covered services and supplies
must be rendered in connection with and related directly to a covered di agnosis
or definitive set of synptons requiring otherw se authorized nedically
necessary treatment.

d. Inpatient, appropriate level required. For purposes of inpatient
care, the level of institutional” care for which Basic Program benefits may be
extended nust be at the appropriate level required to provide the nedically
necessary treatnent. |f an appropriate lower level care facility is adequate,
but is not available in the general locality, benefits may be continued in the
hi gher level care facility, but CHAMPUS institutional benefit paynments shall be
limted to the allowable cost that would have been incurred in the appropriate
| ower level care facility, as determned by the Director, OCHAMPUS, or a
desi gnee. If it is determned that the institutional care can be provided
reasonably in the honme setting, no CHAMPUS institutional benefits are payable.

e. Ceneral or special education not covered. Services and supplies
related to the provision of either regular or special education generally are
not covered. Such exclusion applies whether aseparate charge is made for
education or whether it is included as a part of an overall conbined daily
charge of an institution. In the latter instance, that portion of the overall
conmbi ned daily charge related to education nust be determ ned, based on the
al | onabl e costs of the educational conponent, and deleted fromthe
institution’s charges before CHAMPUS benefits can be extended. The only
exception is when appropriate education is not available from or not payable by
the cognizant public entity. Each case nust be referred to the Director,
OCHAMPUS, or a designee, for review and a determ nation of the applicability of
CHAMPUS benefits,

2. Covered hospital services and supplies

a. Room and board. Includes special diets, laundry services, and
ot her general housekeepi ng support services (inpatient only).

b. General staff nursing services.
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K. Chenot her apy.
‘1 Psychol ogi cal evaluation tests. \Wen required by the
di agnosi s.
m Renal and peritoneal dialysis.
n. O her nedical services. Oher nedical services nay be authorized

by the Director, OCHAMPUS, or a designee, provided they are related directly
to the diagnosis or definitive set of synptons and rendered by a nenber of the
institution’ s medical or professional staff (either salaried or contractual)
and billed for by the authorized institutional provider of care.

4, Servi ces and supplies provided by RTCS

a. Room and board. Includes use of residential facilities such as
food service (including special diets), laundry services, supervised reason-
abl e recreational and social activity services, and other general services as
consi dered appropriate by the Director, OCHAMPUS, or a designee.

b. Pati ent assessnent. Includes the assessnent of each child or
adol escent accepted by the RTC, including clinical consideration of each of
his or her fundamental needs, that is, physical, psychol ogical, chronol ogica
age, devel opnental 1level, famly, educational, social, environmental, and
recreational.

C. Diagnostic_services. Includes clinical l|aboratory exam nations,
X-ray exam nations, pathol ogi cal exam nations, and machine tests that produce
hard- copy results.

d. Psychol ogi cal eval uation tests.

e. Treatnent of mental disorders. Services and supplies that are
medi cal |y or psychologically necessary to diagnose and treat the nmental disorder
for which the patient was admtted to the RTC. Covered services and require-
ments for qualifications of providers are as listed in paragraph €.3.i. of
this chapter.

f. Qher necessary nedical care. Energency nedical services or other
aut hori zed nedical care nmay be rendered by the RTC provided it is professionally
capabl e of rendering such services and neets standards required by the
Director, OCHAMPUS. It is intended, however, that CHAMPUS paynents to an RTC
should primarily cover those services and supplies directly related to the
treatnent of nmental disorders that require residential care.

g . Criteria for determning nedical or psychological necessity-. In
determ ni ng the medical or psychological necessity of services and supplies
provi ded by RTCS, the evaluation conducted by the Director, OCHAMPUS (or
desi gnee) shall consider the appropriate |level of care for the patient, the
intensity of services required by the patient, and the availability of that
care. 1In addition to the criteria set forth in this paragraph B.4. of this
chapter, additional evaluation standards, consistent with such criteria, may be
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adopted by the Director, OCHAMPUS (or designee). RTC services and supplies shall
not be considered nedically or psychol ogically necessary unless, at a mninum
all the followng criteria are clinically determned in the evaluation to be
fully net:

(1) Patient has a diagnosable psychiatric disorder.

(2) Patient exhibits patterns of disruptive behavior with evidence
of disturbances in famly functioning or social relationships and persistent
psychol ogi cal and/or enotional disturbances.

(3) RTC services involve active clinical treatnent under an
i ndi vidual i zed treatnent plan that provides for:

(a) Specific level of care, and measurabl e goal s/objectives
rel evant to each of the problens identified,;

(b) Skilled interventions by qualified nental health
professionals to assist the patient and/or famly;

(c) Tinme frames for achieving proposed outcones; and

(d) Evaluation of treatnment progress to include tinely
reviews and updates as appropriate of the patient’s treatnent plan that reflects
alterations in the treatnent reginen, the measurabl e goal s/objectives, and the
| evel of care required for each of the patient’s problens, and expl anati ons of
any failure to achieve the treatnent goal s/objectives.

(4) Unless therapeutically contraindicated, the family and/or
guardi an nust. actively participate in the continuing care of the patient either
t hrough direct involvenent at the facility or geographically distant famly
t her apy. (In the latter case, the treatnent center nust docunent that there has
been col | aboration with the famly and/or guardian in all reviews.)

h. Preaut hori zati on requirenent.

(1) All admissions to RTC care are elective and nust be certified
as medi cal | y/ psychologically necessary prior to admssion. The criteria for
preauthorization shall bhe those set forth in paragraph B.4.g. of this chapter.
| n applying those criteria in the context of preadm ssion authorization review,
speci al enphasis is placed on the devel opnent of a specific diagnosis/treatnent
pl an, consistent with those criteria and reasonably expected to be effective, for
that individual patient.

(2) The tinmetable for devel opnment of the individualized treatnent
plan shall be as follows:

(a) The plan nust be under devel opnent at the time of the
adm ssi on.
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(b) Aprelimnary treatnent plan nust be established wthin
24 hours of the adm ssion.

(c) A master treatnment plan nust be established within ten
cal endar days of the adm ssion. -

(3) The elenments of the individualized treatnent plan nust
| ncl ude:

(a) The diagnostic evaluation that establishes the necessity
for the adm ssion;

(b) An assessnent regarding the inappropriateness of services
at a less intensive |level of care;

(c) A conprehensive, biopsychosocial assessnent and
di agnostic fornul ation;

(d) A specific individualized treatnment plan that integrates
measur abl e goal s/objectives and their required level of care for each of the
patient’s problens that are a focus of treatnent;

(e) A specific plan for involvenent of famly nenbers, unless
t herapeutically contraindi cated; and

(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive levels of care within
the benefit limt period.

(4) Preauthorization requests should be made not |less than two
busi ness days prior to the planned admi ssion. In general, the decision regarding
preaut hori zat.ion shall be nmade within one business day of receipt of a request
for preauthorization, and shall be followed with witten confirmation.
Preaut hori zations are valid for 90 days.

I Concurrent. review. Concurrent review of the necessity for
continued stay will be conducted no less frequently than every 30 days. The
criteria for concurrent review shall be those set forth in paragraph B.4.g. of
this chapter. In applying those criteria in the context of concurrent review,
speci al enphasis is placed on evaluating the progress being made in the active
i ndi vidualized clinical treatnent being provided and on devel opi ng appropriate
di scharge pl ans.

5. Extent of institutional benefits

a. | npati ent room accomuvdati ons

(1) Semprivate. The allowable costs for room and board fur-
ni shed an individual patient are payable for sem private accomvodations in a
hospital or other authorized institut.ion, subject to appropriate cost-sharing
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provisions (refer to section F. of this chapter). A semprivate accomoda-

tion is a roomcontaining at |east two beds. Therefore, if a roompublicly
s designated by the institution as a sem private accommodati on and contains
multiple beds, it qualifies as sem private for the purpose of CHAMPUS.

(2) Private. A roomwth one bed that is designated as a private
room by the hospital or other authorized institutional provider. The allow
able cost of a private room acconmodation is covered only under the follow ng
condi ti ons:
(a) When its use is required nedically and when the attending
physician certifies that a private roomis necessary nedically for the proper
care and treatnment of a patient; or

(b) Wien a patient’s nedical condition requires isolation;

(c) Wen a patient (in need of imediate inpatient care but
not requiring a private roon is admitted to a hospital or other authorized
institution that has sem private acconmodations, but at the time of adm ssion,
such accommodati ons are occupi ed; or

(d) When a patient is admtted to an acute care hospital
(general or special) wthout sem private roons.

(3) Duration of private room stay. The allowable cost of private
accommodations is covered under the circunstances described in subparagraph
B.5.a. (2) of this chapter until the patient’s condition no |onger requires
the private room for medical reasons or nedical isolation; or, in the case
of the patient not requiring a private room when a sem private accomobda-
tion becomes available; or, in the case of an acute care hospital (general
or special) which does not have sem private roons, for the duration of an
otherwise covered inpatient stay.

(4) Hospital (except an acute care hospital, general or spe-
cial) or other authorized institutional provider wthout seniprivate accom
modations. “Wien a beneficiary is admtted to a hospital (except an acute
care hospital, general or special) or other institution that has no sem -
private accommodations, for any inpatient day when the patient qualifies for
use of a private room (as set forth in subparagraphs B.5.a. (2)(a) and (b),
above), the allowable cost of private acconmopdations is covered. For any
i npatient day in such a hospital or other authorized institution when the
patient does not require nmedically the private room the allowable cost of
sem private accommodations is covered, such allowable costs to be determ ned
by the Director, OCHAMPUS, or a desi gnee.

b. General _staff nursing services. General staff nursing services
cover all nursing care (other than that provided by private duty nurses) in-
cludi ng, but not 1limited to, general duty nursing, energency room nursing,
recovery room nursing, intensive nursing care, and group nursing arrange-
ments. Only nursing services provided by nursing personnel on the payroll
of the hospital or other authorized institution are eligible under this
section B. |f a nurse who is not on the payroll of the hospital or other
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authorized institution is called in specifically to care for a single
patient (individual nursing) or nore than one patient (group nursing),

whet her the patient is billed for the nursing services directly or through
the hospital or other institution, such services constitute private duty
(special) nursing services and are not eligible for benefits under this
paragraph (the provisions of paragraph C.2.o. of this chapter would apply).

C. ICU. An ICU is a special segregated unit of a hospital in which
patients are concentrated, by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment are avail-
able regularly and immediately within the unit, and patients are under contin-
uous observation by a nursing staff specially trained and selected for the
care of this type of patient. The unit is maintained on a continuing, rather
than an intermittent or temporary, basis. It is not a postoperative recovery
room or a postanesthesia room In some large or highly specialized hospitals,
the ICUs may be refined further for special purposes, such as for respiratory
conditions, cardiac surgery, coronary care, burn care, or neurosurgery. For
pur poses of CHAMPUS, these specialized units would be considered ICUS if they
ot herwi se conformed to the definition of an | CU.

d. Treatnent roons. Standard treatnent roons include energency
roons, operating roonms, recovery roons, special treatment rooms, and hyper-
baric chanbers and all related necessary nedical staff and equi pnent. To be
recogni zed for purposes of CHAMPUS, treatnent roons nust be so designated and
mai nt ai ned by the hospital or other authorized institution on a continuing
basis. A treatnment room set up on an intermttent or tenporary basis woul d
not be so recognized.

e. Drugs and nedicines. Drugs and nedicines are included as a
supply of a hospital or other authorized institution only under the follow ng
condi ti ons:

(1) They represent a cost to the facility rendering treatnent;

(2) They are furnished to a patient receiving treatnent, and
are related directly to that treatnent; and

(3) They are ordinarily furnished by the facility for the care
and treatnment of inpatients.

f Durabl e nedical equipnment, nedical supplies, and dressings.
Dur abl e nedi cal equi pnent, nedical supplies, and dressings are included as
a supply of a hospital or other authorized institution only under the fol-
| owi ng conditions:

(1) If ordinarily furnished by the facility for the care and
treatnent of patients; and

(2) If specifically related to, and in connection with, the
condition for which the patient is being treated; and
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(3) If ordinarily furnished to a patient for use in the hospita
or other authorized institution (except in the case of a tenporary or dispos-
able item; and

(4) Use of durable nedical equipnment is limted to those itens
provided while the patient is an inpatient. |f such equipnent is provided
for useon an outpatient basis, the provisions of section D. of this chapter

apply.

g. Transitional use items. Under certain circunstances, a tem
porary or disposable itemnmay be provided for use beyond an inpatient stay,
when such itemis necessary nedically to permt or facilitate the patient’s
departure fromthe hospital or other authorized institution, or which may be
required until such time as the patient can obtain a continuing supply; or it
woul d be unreasonabl e or inpossible froma medical standpoint to discontinue
the patient’s use of the itemat the time of termnation of his or her stay
as an inpatient.

h. Anesthetics and oxygen. Anesthetics and oxygen and their adm ni -
stration are considered a service or supply if furnished by the hospital or
other authorized institution, or by others under arrangenents made by the
facility under which the billing for such services is made through the
facility.

6. | npatient nmental health services. Inpatient nental health services
are those services furnished by institutional and professional providers for
treatnment of a nervous or nmental disorder (as defined in Chapter 2) to a
patient admtted to a CHAMPUS- aut hori zed acute care general hospital; a
psychiatric hospital; or, unless otherwi se exenpted, a specialized treatnent
facility.

a. Criteria for determ ning nedical or psychological necessity. In
determning the nmedical or psychol ogical necessity of acute inpatient nental health
services, the evaluation conducted by the Director, OCHAMPUS (or designee) shal
consi der the appropriate level of care for the patient, the intensity of services
required by the patient, and the availability of that care. The purpose of such
acute inpatient care is to stabilize a life-threatening or severely disabling
condition within the context of a brief, intensive model of inpatient care in order
to permt nanagenent of the patient’s condition at a |less intensive level of care.
Such care is appropriate only if the patient requires services of an intensity and
nature that are generally recognized as being effectively and safely provided only
in an acute inpatient hospital setting. In addition to the criteria set forth in
this paragraph B.6. of this chapter, additional evaluation standards, consistent
with such criteria, nmay be adopted by the Director, OCHAMPUS (or designee) - Acute
| npatient care shall not be considered necessary unless the patient needs to be
observed and assessed on a 24-hour basis by skilled nursing staff, andf/for requires
continued intervention by a nmultidisciplinary treatnent team and in addition, at
| east one of the following criteria is determined to be net:

(1) Patient poses a serious risk of harmto self and/or others.

(2) Patient is in need of high dosage, intensive nedication or
somat: C and/or psychological treatnent, with potentially serious side effects.

(3) Patient has acute disturbances of nood, behavior, or thinking.
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b. Emergency admi ssions. Admission to an acute inpatient hospital
setting may be on an energency or on a non-energency basis. In order for an

adm ssion to qualify as an emergency, the following criteria, in addition to those
in paragraph B.6.a. of this chapter,- nust be met:

(1) the patient nust be at inmediate risk of serious harmto self
and or others based on a psychiatric evaluation performed by a physician (or other
qualified nmental health professional with hospital adm ssion authority); and

(2) the patient requires imediate continuous skilled observation
and treatnent at the acute psychiatric level of care.

C. Pr eaut hori zati on requirenents.

(1) All non-energency admi ssions to an acute inpatient hospital
| evel of care nmust be authorized prior to the admssion. The criteria for
preaut hori zation shall be those set forth in paragraph B.6.a. of this chapter. In
applying those criteria in the context of preauthorization review, special enphasis
Is placed on the devel opnment of a specific individualized treatnent plan,
consistent with those criteria and reasonably expected to be effective, for that

| ndi vi dual patient.

(2) The tinetable for devel opnment of the individualized treatnent
pl an shall be as foll ows:

(a) The devel opnent of the plan nust begin i mediately upon
adm ssi on.

(b) A prelimnary treatnent plan nust be established wthin 24
hours of the adm ssion.

(c) A nmaster treatnent plan nust be established within five
cal endar days of the adm ssion.

(3) The elenments of the individualized treatnment plan nust include:

(a) The diagnostic evaluation that establishes the necessity
for the adm ssion;

(b) An assessnent regarding the inappropriateness of services
at a less intensive |evel of care;

(c) A conprehensive biopsychosocial assessnment and di agnostic
formul ation;

(d) A specific individualized treatnment plan that integrates
nmeasur abl e goal s/objectives and their required level of care for each of the
patient’s problens that are a focus of treatnent;

(e) A specific plan for involvenment of famly menbers, unless
t herapeutically contraindicated; and
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(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive |levels of care within the
benefit [imt period.

(4) The request for preauthorization nust be received by the
revi ewer designated by the Director, OCHAMPUS prior to the planned admission. In
general, the decision regarding preauthorization shall be made within one business
day of receipt of a request for preauthorization, and shall be followed with
written confirmation. In the case of an authorization issued after an admission
resulting from approval of a request made prior to the admission, the effective
date of the certification shall be the date of the receipt of the request.
However, if the request on which the approved authorization is based was made after
the admission (and the case was not an emergency admission), the effective date of
the authorization shall be the date of approval.

(5) Authorization prior to admssion is not required in-the case of
a psychiatric enmergency requiring an inpatient acute |evel of care, but
aut hori zation for a continuation of services nust be obtained pronptly. Adm ssions
resulting froma bona fide psychiatric energency should be reported within 24 hours
of the admi ssion or the next business day after the adm ssion, but nust be reported
to the Director, OCHAMPUS or a designee, within 72 hours of the admssion. |In the
case of an energency adm ssion authorization resulting from approval of a request
made within 72 hours of the admi ssion, the effective date of the authorization
shall be the date of the adm ssion. However, if it is determned that the case was
not a bona fide psychiatric energency adm ssion (but the adm ssion can be
aut horized as nmedically or psychologically necessary), the effective date of the
aut hori zation shall be the date of the receipt of the request.

d. Concurrent review.  Concurrent review of the necessity for continued
stay will be conducted. The criteria for concurrent review shall be those set
forth in paragraph B.6.a. of this chapter. In applying those criteria in the

context of concurrent review, special enphasis is placed on evaluating the progress
being nmade in the active clinical treatnment being provided and on

devel opi ng/ refining appropriate discharge plans. In general, the decision
regardi ng concurrent review shall be nmade wi thin one business day of the review,
and shall be followed with witten confirmation.

1. Ener gency inpatient hospital services. In the case of a nedi cal
energency, benefits can be extended for medically necessary inpatient services
and supplies provided to a beneficiary by a hospital, including hospitals

that do not neet CHAMPUS standards or conply with the provisions of title Vi

of the Cvil R ghts Act (reference (z)), or satisfy other conditions herein
set forth. In a nedical enmergency, nedically necessary inpatient services and
supplies are those that are necessary to prevent the death or serious inpair-
ment of the health of the patient, and that, because of the threat to the life
or health of the patient, necessitate, the use of the nost accessibl e hospital
avai | abl e and equi pped to furnish such services. The availability of benefits
depends upon the follow ng three separate findings and continues only as |ong
as the emergency exists, as determned by nedical review If the case quali-
fied as an energency at the tine of adm ssion to an unauthorized institutional
provi der and the energency subsequently is determ ned no | onger to exist,
benefits wll be extended up through the date of notice to the beneficiary and
provi der that CHAMPUS benefits no | onger are payable in that hospital.
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a. Existence of nedical energency. A determnation that amedical
energency existed with regard to the patient’s condition;
b. | medi ate admission required. A determnation that the condition

causi ng the nmedical emergency required inmmediate adm ssion to a hospital to
provi de the energency care; and

C. Closest hospital utilized. A determ nation that diagnosis or
treatment was received at the nost accessible (closest) hospital avail able and
equi pped to furnish the nedically necessary care.

8. RTC day limt.

a. Wth respect to mental health services provided on or after Cctober
1, 1991, benefits for residential treatnment are generally limted to 150 days in a
fiscal year or 150 days in an admi ssion (not including days of care prior to
Cctober 1, 1991). The RTC benefit limt is separate fromthe benefit limt for
acute inpatient mental health care.

b. Wai ver of the RTC day limt.

(1) There is a statutory presunption against the appropriateness of
residential treatment services in excess of the 150 day limt. However, the
Director, OCHAMPUS, (or designee) may in special cases, after considering the
opi ni on of the peer review designated by the Director (involving a health
professional who is not a federal enployee) confirmng that applicable criteria
have been net, waive the RTC benefit limt in paragraph B.8.a. of this chapter and
aut horize paynent for care beyond that [imt.

(2) The criteria for waiver shall be those set forth in paragraph
B.4.g. of this chapter. In applying those criteria to the context of waiver
request reviews, special enphasis is placed on assuring that the record docunents
that:

(a) Active treatnent has taken place for the past 150 days and
substantial progress has been made according to the plan of treatnent.

(b) The progress made is insufficient, due to the conplexity of
the illness, for the patient to be discharged to a less intensive |evel of care.

(c) Specific evidence is presented to explain the factors which
interfered with treatment progress during the 150 days of RTC care.

(d) The waiver request includes specific time franes and a
specific plan of treatnment which will |ead to discharge.

(3) Were famly or social issues conplicate transfer to a |ower
| evel of intensity, the RTC is responsible for determning and arranging the
supportive and adjunctive resources required to permt appropriate transfer. If
the RTC fails adequately to neet this responsibility, the existence of such famly
or social issues shall be an inadequate basis for a waiver of the benefit limit.
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(4) It is the responsibility of the patient’s attending clinician to
establish, through actual docunentation fromthe nedical record and ot her sources,
that the conditions for waiver exist.

C. RTC day limts do not apply to services provided under the Program
for the Handi capped (Chapter 5 of this Regulation) or services provided as parti al
hospitalization care.

9. Acute care day limts.

a. Wth respect to nmental health care services provided on or after
Cctober 1, 1991, paynent for inpatient acute hospital care is, in general,
statutorily limted as foll ows:

(1) Adults, aged 19 and over - 30 days in a fiscal year or 30 days
in an adm ssion (excluding days provided prior to Cctober 1, 1991).

(2) Children and adol escents, aged 18 and under - 45 days in a
fiscal year or 45 days in an adm ssion (excluding days provided prior to Cctober 1,
1991) .

b. It is the patient’s age at the tinme of adm ssion that determ nes the
nunber of days avail abl e.

C. Wai ver of the acute care day limts.

(1) There is a statutory presunption against the appropriateness of
| npatient acute services in excess of the day limts set forth in paragraph B.9.a.
of this chapter. However, the Director, OCHAMPUS (or designee) may in special
cases, after considering the opinion of the peer review designated by the Director
(involving a health professional who is not a federal enployee) confirmng that
applicable criteria have been net, waive the acute inpatient limts described in
paragraph B.9.a. of this chapter and authorize paynent for care beyond those
limts.

(2) The criteria for waiver of the acute inpatient linmit shall be
those set forth in paragraph B.6.a. of this chapter. In applying those criteria in
t he context of waiver request review, special enphasis is placed on determ ning
whet her additional days of acute inpatient nental health care are
medi cal | y/ psychol ogi cal |y necessary to conplete necessary elenments of the treatment
plan prior to inplenenting appropriate discharge planning. A waiver may also be
granted in cases in which a patient exhibits well-documented new synptons,
maladaptive behavior, or nedical conplications which have appeared in the inpatient
setting requiring a significant revision to the treatnent plan.

(3) The clinician responsible for the patient’s care is responsible
for docunenting that a waiver criterion has been net and nust establish an
estimated length of stay beyond the date of the inpatient limt. There nust be
evi dence of a coherent and specific plan for assessnment, intervention and
reassessnment that reasonably can be acconplished wthin the tine frane of the
addi tional days of coverage requested under the waiver provision.
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(4) For patients in care at the time the inpatient limt is
reached, a waiver nust be requested prior to the limit. For patients being
readm tted after having received 30 or 4s days in the fiscal year, the waiver
review w Il be conducted at the tine of the preadm ssion authorization.

d. Acute care day limts do not apply to services provided under the
Program for the Handi capped (Chapter 5 of this Regulation) or services provided
as partial hospitalization care.

C. PROFESSI ONAL SERVI CES BENEFI T

1. Ceneral. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance w th good nedi cal
practice and established standards of quality by physicians or other author-
i zed individual professional providers, as set forth in Chapter 6 of this
Regul ation.  Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limtations, or exclusion as may be otherw se set forth
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I n this or other chapters of this Regulation. Except as otherwise specifi -
cally authorized, to be considered for benefits under this section C, the
descri bed services nust be rendered by a physician, or prescribed, ordered,
and referred nmedically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum
stances, there should be an attending physician in any episode of care.
(For exanple, certain services of a clinical psychologist are exenpt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billing practices. To be considered for benefits under this
section C., covered professional services nust be perfornmed personally by
t he physician or other authorized individual professional provider, who is
other than a salaried or contractual staff menber of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings nust be
itemzed fully and sufficiently descriptive to permt CHAMPUS to determ ne
whet her benefits are authorized by this Regulation. For continuing profes-
sional care, clains should be submtted to the appropriate CHAMPUS fi scal
internediary at |east every 30 days either by the beneficiary or sponsor,
or directly by the physician or other authorized individual professional
provi der on behalf of a beneficiary (refer to Chapter 7 of this Regul ation).

b. Services nust be related. Covered professional services nust
be rendered in connection with and directly related to a covered di agnosis
or definitive set of synptons requiring nedically necessary treatnent.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. Surgery. Surgery neans operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
i nj ection and needling procedures of the joints; |aser surgery of the eye;
and the follow ng procedures:

Bronchoscopy

Lar yngoscopy

Thor acoscopy

Cat heterization of the heart

Arteriograph thoracic | unbar

Esophagoscopy

Gastr oscopy

Proct oscopy

Si gnoi doscopy

Peritoneoscopy

Cystoscopy

Colonoscopy

Upper G.1I. panendoscopy

Encephal ogr aph

Myelography

Di scogr aphy

Visualization of intracranial aneurysm by intracarotid
I njection of dye, with exposure of carotid artery,
uni | at er al

4-14



DoD 601 O 8-R
Jul 91
C. Need for surgical assistance. Surgical assistance is payable only
when the conplexity of the procedure warrants a surgical assistant (other than
the surgical nurse or other such operating room personnel), subject to
utilization review. In order for benefits to be extended for surgical assistance
service, the primary surgeon nmay be required to certify in witing to the
nonavailability of a qualified intern, resident, or other house physician. Wen
a claimis received for a surgical assistant involving the follow ng
circunmst ances, special review is required to ascertain whether the surgical
assi stance service neets the nedical necessity and other requirenments of this
section C

(1) If the surgical assistance occurred in a hospital that has
a residency programin a specialty appropriate to the surgery;

(2) If the surgery was performed by a team of surgeons;
(3) If there were nultiple surgical assistants; or

(4) If the surgical assistant was a partner of or fromthe sane
group of practicing surgeons as the attendi ng surgeon.

d. Aftercare follow ng surgery. Except for those diagnostic pro-
cedures classified as surgery in this section C., and injection and needling
procedures involving the joints, the benefit paynments nmade for surgery
(regardless of the setting in which it is rendered) include nornal aftercare,
whet her the aftercare is billed for by the physician or other authorized in-
di vi dual professional provider on a global, all-inclusive basis, or billed
for separately.

e. Cast and sutures, renoval. The benefit paynments made for the
application of a cast or of sutures normally covers the postoperatlve care
i ncl udi ng the renoval of the cast or sutures. \hen the application is made
i n one geographical location and the renoval of the cast or sutures nust be
done in another geographical |ocation, a separate benefit paynent may be pro-
vided for the removal. The intent of this provision is to provide a separate
benefit only when it- is inpracticable for the beneficiary to use the services
of the provider that applied the cast originally. Benefits are not avail able
for the services of a second provider if those services reasonably coul d have
been rendered by the individual professional provider who applied the cast or
sutures initially.

f. Inpatient care, concurrent. Concurrent inpatient care by nore
t han one individual professional provider is covered if required because of
the severity and conplexity of the beneficiary's condition or because the
beneficiary has multiple condition's that require treatnment by providers of
different specialities. Any claimfor concurrent care nust be revi ewed
before extending benefits in order to ascertain the condition of the bene-
ficiary at the tinme the concurrent care was rendered. In the absence of
such determ nation, benefits are payable only for inpatient care rendered by
one attending physician or other authorized individual professional provider.

g. Consul tants who becone the attending surgeon. A consultation
performed within 3 days of surgery by the attendi ng physician i s considered a
preoperative exam nation. Preoperative exam nations are an integral part of the
surgery and a separate benefit is not payable for the consultation. [If nore than
3 days el apse between the consultation and surgery (perfornmed by the sane
physi ci an), benefits may be extended for the consultation, subject to review.
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h. Anest hesi a adm ni stered by the attendi ng physician. A separate
benefit is not—payable for anesthesia adm nistered by the attending physician
(surgeon or obstetrician) or dentist, or by the surgical, obstetrical, or dental
assi stant.

i Treatnent of _nmental disorders. CHAMPUS benefits for the treatnent
of nental disorders are payable for beneficiaries who are outpatients or
i npatients of CHAMPUS-authorized general-or psychiatric hospitals, RICs, or
specialized treatnment facilities, as authorized by the Director, OCHAMPUS, or a
designee. Al such services are subject to review for medical or psychol ogi cal
necessity and for quality of care. The Director, OCHAMPUS, reserves the right to
require preauthorization of nental health services. Preauthorization may be
conducted by the Director, OCHAMPUS, or a designee. In order to qualify for
CHAMPUS nental health benefits, the patient nust be di agnosed by a
CHAMPUS- aut hori zed licensed, qualified nental health professional to be suffering
froma mental disorder, according to the criteria listed in the nost current
edition’ of the Diagnostic and Statistical Mnual of Mental Disorders of the
American Psychiatric Association. Benefits are limted for certain nental
di sorders, such as specific developnental disorders. No benefits are payable for
“Conditions Not Attributable to a Mental Disorder, " or V codes. In order for
treatnent of a nental disorder to be nedically or psychol ogically necessary, the
patient nust, as a result of a diagnosed nental disorder, be experiencing both
physi cal or psychol ogical distress and an inpairnent in his or her ability to
function in appropriate occupational, educational or social roles. It is
generally the degree to which the patient’s ability to function is inpaired that
determnes the level of care (if any) required to treat the patient’s condition.

(1) covered diagnostic and therapeutic services. Subject to the
requi renents and limtations stated, CHAMPUS benefits are payable for the
followi ng services when rendered in the diagnosis or treatnent of a covered
mental disorder by a CHAMPUS- aut horized, qualified nental health provider
practicing within the scope of his or her license. Qualified nental health
provi ders are: psychiatrists or other physicians; clinical psychol ogists,
certified psychiatric nurse specialists or clinical social workers; and marriage
and famly, pastoral, and nental health counselors, under a physician's
supervision. No paynent will be nade for any service listed in this subparagraph
€C.3.i. (1) rendered by an individual who does not neet the criteria of Chapter 6
of this Regulation for his or her respective profession, regardless of whether
the provider is an independent professional provider or an enployee of an
aut hori zed professional or institutional provider.

(a) Lndividual psychotherapy, adult ar_child. A covered
i ndi vi dual psychot herapy session is no more than 60 mnutes in Iength An

i ndi vi dual psychot herapy session of Up to 120 mnutes in length is payable for
crisis intervention.

(b) G oup psychotherapy. A covered group psychot herapy
session is no nore than 90 mnutes in length.

(c) Fam]ly or conjoint psychotherapy. A covered famly or
conj oi nt psychotherapy session is no more than 90 minutes in length. A fanily or
conjoi nt psychotherapy session of up to 180 mnutes in length is payable for
crisis intervention.

(d) Psychoanalysis. Psychoanalysis is covered when provided
by a graduate or candidate of a psychoanalytic training institution recognized by
t he Anerican Psychological Associ ation or the American Psychiatric Association
and when preauthorized by the Director, 0CHAMPUS, or a desi gnee.
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(e) Psychol ogical testing and assessnent. Psychological
testing and assessnent is generally limted to six hours of testing in a fiscal
year when nedically or psychol ogically necessary and in conjunction with
ot herw se covered psychotherapy. Testing or assessnent in excess of these limts
requires review for medical necessity. Benefits will not be provided for the
Reitan-Indiana battery when admnistered to a patient under age five, for
self-admnistered tests admnistered to patients under age 13, or for
psychol ogi cal testing and assessnent as part of an assessnent for academc
pl acenent .

(f) Adm nistration of psychotropic drugs. Wien prescri bed
by an authorized provider qualified by licensure t0 prescribe drugs.

(g) Electroconvulsive treatment. Wen provided in accordance
wi th guidelines issued by the Director, OCHAMPUS.

(h) Collateral visits. Covered collateral visits are those
that are nmedically or psychologically necessary for the treatnment of the
patient and, as such, are considered as a psychotherapy session for purposes
of subparagraph ¢.3.i.(2) of this chapter.

(2) Limtations and review requirenents

(a) CQutpatient psychotherapy. Qutpatient psychotherapy
generally is limted to a maxi num of two psychot herapy sessions per week,
I n any conbination of individual, famly, conjoint, collateral, or group
sessions. Before benefits can be extended for nmore than two outpatient
psychot herapy sessions per week, professional review of the nedical or
psychol ogi cal necessity for and appropriateness of the nore intensive
therapy iIs required.

(b) Inpatient psychotherapy. Coverage of inpatient
psychot herapy is based on the nedical or psychol ogical necessity for the
services identified in the patient’s treatnment plan. As a general rule,
up to five psychotherapy sessions per week are consi dered appropriate.

Addi tional sessions per week or nore than one type of psychotherapy session
performed on the same day (for exanple, an individual psychotherapy session

and a famly psychot herapy session on the sane day) could be considered for
coverage, depending on the nmedical or psychol ogical necessity for the ser-

vices. Benefits for inpatient psychotherapy will end automatically when
authorization has been granted for the maximum nunber of inpatient-nental health
days in accordance with the limts as described in this Chapter 4, unless

addi tional coverage is granted by the Director, OCHAMPUS or a designee.

(3) Covered ancillary therapies. Includes art, nusic, dance,
occupational, and other ancillary therapies, when included by the attending
provider in an approved inpatient, residential treatment plan and under the
clinical supervision of a |icensed doctoral |evel nental health professional.
These ancillary therapies are not separately reinbursed professional services but
are included within the institutional reinbursenent.

(4) Review of clainifor treatnent of nental disorder. The
Director, OCHAMPUS, shall establish and naintain procedures for review, in-
cluding professional review, of the services provided for the treatnment of
mental disorders.
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j. Physi cal and occupational therapy

(1) Physical therapy. To be covered, physical therapy nust be
related to a covered nedical condition. |f performed by other than a physi-
cian, a physician (or other authorized individual professional provider acting
wthin the scope of their Ilicense) shall refer the patient for treatnent and
supervi se the physical therapy. Generally, coverage of outpatient physical
therapy is limted to a 60-day period, at up to two physical therapy sessions per
week. Physical therapy beyond this |ength orfrequency requires docunentation of
t he medi cal necessity for the therapy and the anticipated results of the
therapy. General exercise prograns are not covered, even if reconmended by a
physi ci an and conducted by qualified personnel. Passive exercises and range of
notion exercises are not covered except when prescribed as an integral part of a
conpr ehensi ve program of physical therapy.

(2) QOccupational therapy. To be covered, occupational therapy
must be related to a covered nedical condition and nust be directed to assisting
the patient to overcone or conpensate for disability resulting fromillness,
injury, or the effects of treatnent of a covered condition. |f perforned by
ot her than a physician, a physician shall prescribe the treatment and aphysician
shal | supervise the occupational therapy. The occupational therapist providing
the therapy shall be an enpl oyee of a CHAMPUS-authorized institutional provider
and the services nust be rendered in connection with CHAMPUS aut horized care.
Only those occupational therapy services that are rendered as part of an
organi zed inpatient or outpatient rehabilitation program are covered.
Cccupational therapists are not considered CHAMPUS- aut horized providers in their
own right and may not submt bills on a fee-for-service basis. The enploying
institutional provider shall bill for the services of the occupational therapist.

k. Wl | -baby care. Benefits routinely are payable for well-baby care
frombirth up to the child s second birthday.

(1) The followi ng services are payable when rendered as a part of
a specific well-baby care program and when rendered by the attending
pediatrician, famly physician, or a pediatric nurse practitioner:
(a) Newborn exam nation, PKU tests, and newborn circuntision.

(b) History, physical exam nation, discussion, and

counsel i ng.

(c) Vision, hearing, and dental screening.

(d) Devel opnental appraisal.

(e) Inmmunization (that is, DPT, polio, neasles, nunps, and
rubel | a)

(f) Tuberculin test, hematocrit or Hgb., and urinalysis.

(2) Additional services or visits required because of specific
findings or because of the particular circunstance of the individual case are
covered if nedically necessary ‘and otherw se authorized for benefits under
CHAMPUS .
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d. Rh i mmune gl obul in.
e. Cenetic tests as specified inparagraph E.3.b. of this chapter.
f. Immunizations and physical exam nations provi ded when required in

the case of dependents of active duty mlitary personnel who aretraveling
outside the United States asaresult of anactive member’s duty assi gnment and
such travel is being performed under orders issued by aUniformed Service.

38. Chiropractors and naturopaths. Services of chiropractors and
nat ur opat hs whet her or not such services would be eligible for benefits if
rendered by an aut horized provider.

39. Counseling. Counseling services that are not nedically necessary in the
treatment of adiagnosed nedical condition; for exanple, educational counseling,
vocational counseling, nutritional counseling, counseling for socio-economic
pur poses, diabetic self-education prograns, stress managenent, life style
modi fication, etc. Services provided by anarriage and famly, pastoral or
mental health counselor in the treatment of a mental disorder are covered only as
specifically provided in Chapter 6. Services provided by alcoholism
rehabilitation counselors and certified addiction counselors are covered only
when rendered in a CHAMPUS-authorized treatment setting and only when the cost of
those services is included in the facility’s CHAMFUS-determined allowable
cost-rate.

40.  Acupuncture. Acupuncture, whether used as a therapeutic agent or as an
anest hetic.

4], Hair transplants, wigs, or hairpieces

NOTE : | n accordance with Section 744 of the DoD Appropriation Act
for 1981 (reference (0)), CHAMPUS coverage for wigs or hair-
pieces is permtted effective Decenmber 15, 1980, under the
conditions listed below  Continued availability of benefits wll
depend on the | anguage of the annual DoD Appropriation Acts.

a. Benefits provided. Benefits may be extended, inaccordance with
t he CHAMPUS-determ ned allowable charge, for one wigor hairpiece per beneficiary
(l'ifetinme maximum) when the attending physician certifies that al opecia has
resulted fromtreatment of a malignant disease and the beneficiary certifies that
a Wwg or hairpiece has not been obtained previously through the U S. Governnent
(including the Veterans Adm nistration).

b. Exclusions. The wig or hairpiece benefit does not include coverage
for the foll ow ng:

(1) Alopecia resulting from conditions other than treatnent of
mal i gnant di sease.

(2) Maintenance, wig or hairpiece supplies, or replacenent of the
wi g or hairpiece.

(3) Hair transplants or any other surgical procedure involving the
attachnment of hair or a wg or hairpiece to the scalp.

(4) Any diagnostic or therapeutic nethod or supply intended to
encourage hair regrow h.
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42. Education or training. Self-help, acadenic education or vocational training
services and supplies, unless the provisions of Chapter 4, paragraph B.l.e., relating
to general or special education, apply.

43. Exercise/ Rel axation/ Confort Devices. Exercise equipnment, spas, whirlpools,
hot tubs, swinmng pools, health club menbership or other such charges or itens.

44,  Exercise. Ceneral exercise programs, even if recommended by a physician and
regardl ess of whether or “not rendered by an authorized provider. In addition,
passi ve exercises and range of notion exercises also are excluded, except when
prescri bed by a physician and rendered by a physical therapist concurrent to, and as
an integral part of, a conprehensive program of physical therapy.

45.  Audi ol ogi st, speech therapist. Services of an audiol ogist or speech
t herapi st, except when prescribed by a physician and rendered as a part of treatnent
addressed to the physical defect itself and not to any educational or occupational
deficit.

46. Vision care. Eye exercises or visual training (orthoptics).

47. Eye and_hearing examinations. Eye and hearing exam nations exceptas
specifically provided in paragraph c.2.p. of this chapter or except when rendered in
connection with medical or surgical treatnent of a covered illness or injury. Vision
and hearing screening in connection with well-baby care is not excluded.

48. Prosthetic devices. Prostheses, except artificial |linbs and eyes, or if an
itemis inserted surgically in the body as an integral part of a surgical procedure.
Al dental prostheses are excluded, except for those specifically required in
connection wth otherwise covered orthodontia directly related to the surgical
correction of a cleft palate anonmaly.

49. (rthopedic shoes. Othopedic shoes, arch supports, shoe inserts, and other
supportive devices for the feet, including special-ordered, customnade built-up
shoes, or regular shoes later built up.

50. Eyegl asses. Eyegl asses, spectacles, contact |enses, or other optical
devices, except as specifically provi ded under subsection E. 6. of this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing devices.

52. Tel ephonic services. Services or advice rendered by tel ephone or other
t el ephonic device, including renote nonitoring, except for transtelephonic nonitoring
of cardiac pacenakers.

53.  Air conditioners, humdifiers, dehumdifiers, and purifiers.

54, El evators or chair lifts.

55. Alterations . Alterations to |iving spaces or permanent features attached
thereto, even when necessary to accommpdate installation of covered durable nedica
equi pment or to facilitate entrance or exit.

56. Clothing. |Itens of clothing or shoes, even if required by virtue of an
al lergy (such as cotton fabric as against synthetic fabric and vegetabl e dyed shoes).

57. Food food substitutes. Food, food substitutes, vitamns, or other
nutritional supplements, including those related to prenatal care.
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58.  Enuresis. Enuretic devices; enuretic conditioning prograns.

59.  RESERVED.

60. Autopsy and postnortem

61. Canping. All canping even though organized for a specific therapeutic
pur pose (such as diabetic canp or a canp for enotionally disturbed children), and
even though offered as a part of an otherw se covered treatnment plan or offered
t hrough a CHAMPUS- approved facility.

62.- Housekeeper, conpanion.’ Housekeeping, homenaeker, or attendant services;
sitter or conpanion,

63. Noncovered condition, unauthorized provider. Al services and supplies
(including inpatient institutional costs)’ related to a noncovered condition or
treatnent, or provided by an unauthorized provider.

64. Confort or convenience. Personal, confort, or convenience itens such as
beauty and barber services, radio, television, and telephone.

65.  “stop snoking” prograns. Services and supplies related to “stop snoking”
regi mens.

66. Megavitamin psychiatric therapy, orthomolecular psychiatric therapy.

67. Transportation. Al transportation except by anmbul ance, as specifically
provi ded under section D. of this chapter, and except as authorized in subsection
E.5. of this chapter.

68. Travel. Al travel even though prescribed by a physician and even if its
purpose is to obtain nedical care, except as specified in subsection A 6.0of this
chapter in connection with a CHAMPUS-requi red physical exam nati on.

69. Institutions. Services and supplies provided by other than a hospital,
unless the institution has been approved specifically by OCHAMPUS. Nursing homes,
internedi ate care facilities, halfway houses, honmes for the aged, or institutions of
simlar purpose are excluded from consideration as approved facilities under the
Basi ¢ Program

NOTE In order to be approved under CHAMPUS, an institution
must, in addition to neeting CHAMPUS standards, provide
a level of care for which CHAMPUS benefits are payable.

70.  Supplemental di agnostic servi ces. Di agnosti ¢ servicesi ncl udi ng clinical
| aboratory exam nations, x-ray examnations, pathological exam nations, and nachine
tests that produce hard-copy results perforned by civilian providers at the request
of the attending Uniforned Service nedical departnent physician (active duty or civil
service)

7l.  supplemental consultatians. Consultations provided by civilian prov ders at
the request. of the attending Uniformed Services nedical departnment physician active
duty or civil service).

72. Inpatient mental health services. FEffective for care received on or after
Cctober 1, 1991, services in excess of 30 days in any fiscal year (or in an
adm ssion), in the case of a patient nineteen years of age or older, 45 days in
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any fiscal year (orinanadm ssion) inthe case of.a patient under 19 years of
age, or 150 daysinany fiscal year (orinanadm ssion) in the case of inpatient
mental health services provided asresidential treatnment care, unless coverage for e
such services is granted by a waiver by the Director, OCHAMPUS, or a designee. In
cases involving theday limtations, waivers shall be handl ed in accordance wth
paragraphs B.8. orB.9. of this chapter. For services prior toCctober 1, 1991,
services in excess of 60 days in any cal endar year unless additional coverage is
granted by the Director, OCHAMPUS, or a-desi gnee.

73. Econom c interest inconnection with nental health adm ssions. Inpatient
mental health services (including both acute care and RTC services) are excl uded
for care received when apatient is referred toaprovider of such services by a
physician (or other health careprofessional with authority to admit)who has an
economc interest in the facility to which the patient is referred, unless awaiver
isgranted. Requests for waiver shall be considered under the same procedure and
based on the same criteria as used for obtaining preadm ssion authorization (or
continued stay authorization for energency adm ssions), with the only additional
requi rement being that the economc interest be disclosed as part of the request.
The sane reconsideration and appeals procedures that apply to day limit wai vers
shall also apply to decisions regarding requested waivers of the econom c interest
exclusion. However, a provider may appeal a reconsidered determnation that an
econom ¢ relationship constitutes an economc interest wthin the scope of the
exclusion to the sane extent that a provider nay appeal determ nations under
paragraph 1.3., Chapter 15. This exclusion does not apply to services under the
Program for the Handi capped (Chapter 5 of this Regulation) or provided aspartial
hospital care. |If a situation arises where adecision is made toexclude CHAMPUS
paynent solely on the basis of the provider’s economc interest, the normal CHAMPUS
appeal s process wll be avail able.

74.  Not specifically listed. Services and supplies not specifically listed as
a benefit in this Regulation. This exclusion is not intended to preclude extending
benefits for those services or supplies specifically determ ned tobe covered
wthin the intent of this Regulation by the Director, OCHAMPUS, or a designee, even
t hough not otherw se |isted.

NOTE The fact that a physician may prescribe, order, reconmend, or approve
a service or supply does not, of itself, nmake it nedically necessary
or make the charge an allowabl e expense, even though it is not |isted
specifically as an excl usion.

H Payment and liability for certain potentially excludable services under the
Peer Review Organi zation program

1. Applicability. This section provides special rules that apply only to
services retrospectively determ ned under the Peer Review O ganization (PRO
program (operated pursuant to Chapter 15) to be potentially excludable (in whole or
in part) fromthe Basic Programunder section G of this chapter. Services may be
excl uded by reason of being not nedically necessary (subsection G.1.) at an
| nappropriate level (subsection G.3.) custodial care (subsection G.7.) or other
reason relative to reasonabl eness, necessity or appropriateness (which services
shal | throughout the remainder of this section, be referred to as “not nedically
necessary”) . (Al so throughout the remainder of the section, “services” includes
itens and “provider” includes supplier.) This section does not apply to coverage
determ nati ons made by OCHAMPUS or the fiscal intermediaries which are not based on
medi cal necessity determ nations nade under the PRO program

2. payment for certain-potentially excludable expenses. Services deternined
under the PRO program to be potentially excludable by reason of the exclusions in
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section G of this chapter for not nedically necessary services will not be
determned to be excludable if neither the beneficiary to whom the services were
provi ded nor the provider (institutional or individual) who furnished the services
knew, or could reasonably have been expected to know, that the services were
subject to those exclusions. Paynent may be made for such services. as if the
exclusions did not apply.

3. Liability for certain excludable services. In any case in which itens or
servi ces are determ ned excludable by the PRO program by reason of being not
medi cal |y necessary and paynent may not be made under subsection H.2., above
because the requirements of subsection H 2. are not net, the beneficiary may not be
held liable (and shall be entitled to a full refund fromthe provider of the anmount
excl uded and any cost-share anount already paid) if:

a. The beneficiary did not know and could not reasonably have been
expected to know that the services were excludable by reason of being not nedically
necessary; and

b. The provider knew or could reasonably have been expected to know that
the items or services were excludable by reason of being not nedically necessary.

4, Criteria for determ ning that beneficiary knew or coul d reasonably have
been expected to have known that services were excludable. A beneficiary who
recei ves services excludable by reason of being not nedically necessary will be
found to have known that the services were excludable if the beneficiary has been
given witten notice that the services were excludable or that simlar or
conpar abl e services provided on a previous occasion were excludabl e and that notice
was gi ven by the OCHAMPUS, CHAMPUS PRO or fiscal internediary, a group or conmttee
responsi ble for utilization review for the provider, or the provider who provided
the services.

5. Criteria for determining tat provider knew or could reasonably have been
expected to have known that services were excludable. An institutional or
I ndi vidual provider will be found to have known or been reasonably expected to have
known that services were excludable under this section under any one of the
foll ow ng circunstances:

a. The PRO or fiscal intermediary had informed the provider that the
services provided were excludable or that simlar or reasonably conparable services
wer e excl udabl e.

b. The utilization review group or conmttee for an institutional
provider or the beneficiary s attending physician had inforned the provider that
the services provided were excludable.

C. The provider had inforned the beneficiary that the services were
excl udabl e.
d. The provider had received witten materials, including notices,

manual issuances, bulletins, guides, directives, or other materials, providing
notification of PRO screening criteria specific to the condition of the
beneficiary. Attending physicians who are nenbers of the nedical staff
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of an institutional provider will be found to have also received witten naterials
provided to the institutional provider.

e. The services that are at issue are the subject of what are generally
consi dered acceptabl e standards of practice by the I|ocal nedical comunity.

f Preadm ssion authorization was avail able but not requested, or
concurrent review requirenents were not followed.
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CHAPTER 6
AUTHORI ZED PROVI DERS
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6. Exclusion of beneficiary liability. In connection with certain
utilization review, quality assurance and preauthorization requirenments of Chapter
4, providers may not hold patients liable for paynent for certain services for
whi ch CHAMPUS paynent is disallowed. Wth respect to such services, providers may
not seek paynment fromthe patient or the patient’'s famly. Any such effort to
seek payment is a basis for termnation of the provider’s authorized status.

1. Provider required. In order to be considered for benefits, all services
and supplies shall be rendered by, prescribed by, or furnished at the direction
of, or on the order of a CHAMPUS-aut horized provider practicing within the scope
of his or her |icense.

8. Pacticipating provider. Under CHAMPUS, authorized professional providers |
and institutional providers other than hospitals have the option of participating
on a claimby-claim basis. Participation is required for inpatient clains only
for hospitals which are Medicare-participating providers. Hospitals which are not
Medi care-participating providers but whi ch are subject to the CHAMPUS DRG-based
paynment systemin subsection A, of Chapter 14 or the CHAMPUS nental health per
di em paynment systemin subsection A‘.2. of Chapter 14 nust sign agreenents to
participate on all CHAMPUS inpatient clains in order to be authorized providers
under CHAMPUS. All other hospitals may elect to participate on a claimby-claim
basis. Participating providers nust indicate participation by signing the
appropriate space on the applicable CHAMPUS claim formand submtting it to the
appropriate CHAMPUS fiscal intermediary on behalf of the beneficiary. In the case
of an institution or nedical supplier, the claimnust be signed by an officia
havi ng such authority. This certifies that the provider has agreed to accept the
CHAMPUS- det ermi ned al | owabl e charge or cost as paynent in full for the nedical
services and supplies listed on the specific claimform and has agreed to accept
t he anount paid by CHAMPUS or the CHAMPUS paynent conbined with the cost-sharing
and deductible amounts paid by, or on behalf of, the beneficiary as full paynent
for the covered nedical services and supplies.

9. Limtation to authorized institutional provider designation. Authorized |
institutional provider status granted to a specific institutional provider
applicant does not extend to any institution-affiliated provider, as defined in
Chapter 2 of this Regulation, of that specific applicant.

10.. Authorized provider. A hospital or institutional provider, physician, or |
ot her individual professional provider, or other provider of services or supplies
specifically authorized in this chapter to provide benefits under CHAMPUS. In
addition, to be an authorized CHAMPUS provider, any hospital which is a CHAMPUS
participating provider under Section A 7. of this chapter, shall be a
participating provider for all care, services, or supplies furnished to an active
duty menber of the unifornmed services for which the active duty nenmber is entitled
under title 10, United States Code, section 1074(c) . As a participating provider
for active duty menbers, the CHAMPUS authorized hospital shall provide such care,
services, and supplies in accordance with the paynent rules of Chapter 16. The
failure of any CHAMPUS participating hospital to be a participating provider for
any active duty nenber subjects the hospital te termnation of the hospital’s
status as a CHAMPUS aut horized provider for failure to nmeet the qualifications
established by this chapter.

B. I NSTI TUTI ONAL PROVI DERS

1 General. Institutional providers are those providers who bill for
services in the name of an organizational “entity (such as hospital and skilled

6-3
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nursing facility), rather than in the nane of a person. The term “institutional
provider” does not include professional corporations or associations qualifying as
a donestic corporation under section 301.7701-5 of the Internal Revenue Service
Regul ations (reference (cc)), nor does it include other corporations that Provide
principally professional services. Institutional providers may provide medical
services and supplies on either an inpatient or outpatient basis.

a. Preauthorization. The Director, OCHAMPUS, reserves the right to
requi re preauthorization for adm ssion to inpatient facilities. Ref er to Chapter
4, subsection All., for information on preauthorization.

b. Billing practices.

(1) Each institutional billing, including those institutions
subject to the CHAMPUS DRG based rei nbursenent nethod or a CHAMPUS-determined
all-inclusive rate reinbursenent nethod, nust be itemzed fully and sufficiently

descriptive for the CHAMPUS to nake a determ nation of benefits.

(2) Institutional claims subject to the CHAMPUS DRG based
rei mbursenent nmethod or a CHAMPUS-determ ned all-inclusive rate reinbursenent
met hod, may be submitted only after the beneficiary has been discharged or
transferred fromthe institutional provider’s facility or program

(3) Institutional clainms for Residential Treatnent Centers and all
other institutional providers, except those listed in subparagraph (2) above,
shoul d be. submtted to the appropriate CHAMPUS fiscal internediary at |east every
30 days.

2. Nondi scrim nation policy. Except as provided bel ow, paynment nmay not be
made for inpatient or outpatient care provided and billed by an institutional
provider found by the Federal Government to practice discrimnation in the
adm ssion of patients to its services on the basis of race, color, or national
origin. Reinbursenent may not be made to a beneficiary who pays for care provided
by such a facility and submts a ciaim for rei nbursenent. In the foll ow ng
circunstances, the Secretary of Defense, or a designee, nay authorize paynment for
care obtained in an ineligible facility:

a. Energency care. Energency inpatient or outpatient care.

b. Care _rendered before finding of a violation. Care initiated before
a finding of a violation and which continues after such violation when it is
determ ned that a change in the treatnment facility would be detrinental to the
health of the patient, and the attending physician so certifies.

c. Q her_facility not avail abl e. Care provided in an ineligible
facility because an eligible facility is not available within a reasonable
di st ance.

3. Procedures for qualifying as a CHAMPUS-approved institutional provider.
General and special hospitals otherw se neeting the qualifications outlined in
paragraphs B.4.a., b., and c., of this chapter are not required to request CHAMPUS
approval formally.




DoD 6010 8-R
Jul 91#

6 Declare an STF not eligible for CHAMPUS paynent if that
facility has been found to have engaged in fraudul ent or deceptive practices.

(c) In general, the follow ng disclainmers apply to treatnent
by STFs:

1 Just because one period or episode of treatnent by a
facility has been covered by CHAMPUS may not be construed to nean that |ater
epi sodes of care by the same or simlar facility wll be covered automatically.

2 The fact that one case has been authorized for
treatnment by a specific facility or simlar type of facility nmay not be construed
to nean that simlar cases or later periods of treatnent will be extended CHAMPUS
benefits autonatically.

(2) Types of providers. The following is a list of facilities that
have been designated specifically as STFS.

(a) Free-standi ng anbul atory surgical centers. Care provided
by freestandi ng anbul atory surgical centers nmay be cost-shared by CHAMPUS under
the follow ng circunstances:

1 The treatnent is prescribed and supervised by a
physi ci an.

2 The type and |level of care and services rendered by the
center are otherwi se authorized by this Regul ation.

3 The center neets all licensing or other certification
requi renents of the jurisdiction in which the facility is |ocated.

4 The center is accredited by the JCAHO, the
Accreditation Association for Anbulatory Health Care, Inc. (AAAHC), or such ot her
standards as authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS- appr oved
free-standi ng anbul atory surglcal center shall not be cost-shared by CHAMPUS
unl ess the surgical center is also a CHAMPUS- approved birthing center
institutional provider as established by the birthing center provider
certification requirenent of this Regul ation.

(b) PETH facilities. STFS also include facilities that seek
approval to provide care authorized under the PFTH. (Refer to Chapter 5 of this
Regul ation. )

( ¢ ) Substance use disorder rehabilitation facilities. In
order to be authorized under CHAMPUS as a provider of substance use
detoxification, rehabilitative services, outpatient treatnment, and famly therapy,
substance use rehabilitation facilities, both freestanding facilities and
hospital -based facilities, shall operate primarily for the purpose of providing
treatment of substance use disorders (on either an inpatient (including partial
care) or an outpatient basis) and shall neet the following criteria:

6-12
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1 The course of treatnent shall be prescribed by and
supervised by a qualified nmental health provider (refer to Chapter 4, paragraph
C.3.i.) practicing within the scope of his or her license. \Wen indicated by the
patient’s physical status, the patient shall be under the general supervision of a
physi ci an.

2 The type and-level of care provided by the facility
are otherwi se authorized by this Regul ation.

3 The facility shall neet all |icensing and other
certification requirenents of the jurisdiction in which the facility is |ocated.

4 The facility shall be accredited by and shall remain
I n substanti al conpllance Wi th standards issued by either the Joint Conmm ssion on
Accreditation of Healthcare (Organi zations under the Consolidated Standards Manual,
or the Conmm ssion Accreditation of Rehabilitation Facilities (CARF) or shall neet
such other requirenments as the Director, OCHAMPUS, finds necessary in the interest
of the health and safety of the individuals who are furnished services in the
facility.

5 The facility shall have entered into a participation
agreenent w th OCHAMPUS wi thin which the facility agrees, in part, to:

a_ Accept paynment for its services based on an
al | owabl e-cost rate acceptable to the Director, OCHAMPUS, or such ot her nethod as
determned by the Director, OCHAMPUS;

b Furni sh OCHAMPUS with cost data certified to by
an i ndependent accounting firm or other agency as authorized by the Director,
OCHAMPUS

C Accept the CHAMPUS-determ ned rate as paynent in
full and to collect fromthe CHAMPUS beneficiary those anobunts that represent the
beneficiary’'s liability, as defined in Chapter 4, and charges for services and
supplies that are not a benefit of CHAMPUS;

d Make all reasonable efforts acceptable to the
Director, OCHAMPUS, to collect those ampunts which represent the beneficiary’s
liability, as defined in Chapter 4,

e Permt access by the Director, OCHAMPUS, to
clinical records of CHAMPUS beneficiaries and to the financi al and or gani zat i onal
records of the facility;

£ Conply with the provisions of Chapter 8, and to
subnit claims first to all health insurance coverage to which the beneficiary is
entitled that is primary to CHAMPUS.

6 The substance use rehabilitation facility shall not be
consi dered to be a CHAMPUS- aut hori zed provider and CHAMPUS benefits shall not be
paid for services provided by the substance use rehabilitation facility until the
date the participation agreement is signed by the Director, OCHAMPUS, or a
desi gnee.

6- 13
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7 The substance use” rehabilitation facility is not
designated by the Health Care Fi nancing Adm nistration as an al cohol and drug abuse
hospital for purposes of applicability of the Medicare prospective paynment system

k. Birthing centers. A _birthing center is a freestanding or
institution-affiliated outpatient maternity care program which principally
provi des a planned course of outpatient prenatal care and outpatient
childbirth service limted to |owrisk pregnancies; excludes care for
high-risk pregnancies; limts childbirth to the use of natural childbirth
procedures; and provides imedi ate newborn care.

(1) Certification requirenents. A birthing center which
meets the followng criteria may be designated as an authorized CHAMPUS
institutional provider:

(a) The predom nant type of service and | evel of
care rendered by the center is otherw se authorized by this Regulation.

(b) The center is licensed to operate as a birthing
center where such license is available, or is specifically licensed as a
type of anbulatory health care facility where birthing center specific
license is not available, and neets all applicable |icensing or
certification requirenents that are extant in the state, county,
muni ci pality, or other political jurisdiction in which the center is
| ocat ed.

(¢c) The center is accredited by a nationally
recogni zed accreditation organi zati on whose standards and procedures have
been determned to be acceptable by the Director, OCHAMPUS, or a designee.

(d) The center conplies with the CHAMPUS birthing
center standards set forth in this Chapter.

(e) The center has entered into a participation
agreement with OCHAMPUS in which the center agrees, in part, to:

1 Participate in CHAMPUS and accept paynent
for maternity services based upon the reinbursenment methodol ogy for birthing
centers;

2 Collect fromthe CHAMPUS beneficiary only
t hose anounts that represent the beneficiary' s liability under the
participation agreenent and the reinbursenent methodol ogy for birthing
centers, and the anounts for services and supplies that are not a benefit of
t he CHAMPUS;

3 Permit access by the Director, OCHAMPUS, or
a designee, to the clinical record of any CHAMPUS benef|C|ary, to the

#First Amendment (Ch 2, 10/30/91) 6- 132
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financial and organi zational records of the center, and to reports of eval uations
and inspections conducted by state or private agencies or organizations;

4 Submt clains first to all health benefit and insurance
plans primary the CHAMPUS to which the beneficiary is entitled and to conply with
t he doubl e coverage provisions of this Regulation.

5 Notify OCHAMPUS in witing within 7 days of the
emergency transport of any CHAMPUS beneficiary fromthe center to an acute care
hospital or of the death of any CHAMPUS beneficiary in the center.

(f) A birthing center shall not be a CHAMPUS-authorized
institutional provider and CHAMPUS benefits shall not be paid for any service
provided by a birthing center before the date the participation agreenent is signed
by the Director, OCHAMPUS, or a designee.

(2) CHAMPUS birthing.center standards.

(a) Environment. The center has a safe and sanitary
envi ronment, properly constructed, equipped, and maintained to protect health and
safety and neets the applicable provisions of the “Life Safety Code” of the
National Fire Protection Association.

(b) Policies and procedures. The center has witten
adm nistrative, fiscal, personnel and clinical policies and procedures which
col lectively pronote the provision of high-quality maternity care and childbirth
services in an orderly, effective, and safe physical and organi zati onal
envi ronnent .

(c) Informed cansent. Each CHAMPUS beneficiary admtted to the
center will be informed in witing at the tine of adm ssion of the nature and scope
of the center’s program and of the possible risks associated with maternity care
and childbirth in the center.

(d) Beneficiary care. Each woman adnmitted will be cared for by
or under the direct supervision of a specific physician or a specific certified
nurse-mdwi fe who is otherwise eligible as a CHAMPUS i ndi vi dual professional
provi der.

(e) Medical direction. The center has witten nenoranda of
under st andi ng (MoU) for routine consultation and enmergency care with an
obstetrician-gynecol ogist who is certified or is eligible for certification by the
Anerican Board of Obstetrics and Gynecology or the Anerican Osteopathic Board of
bstetrics and Gynecology and with a pediatrician who is certified or eligible for
certification by the American Board of Pediatrics or by the American Osteopathic
Board of Pediatrics, each of whomhave adnmitting privileges to at |east one back-up
hospi tal . In lieu of a required MU, the center may enploy a physician with the
required qualifications. Each MOU nust be renewed annually.
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b From the care of a hospital included under the
CHAMPUS DRG-based payment system to the care of another hospital paid under
this system;

c Fromthe care of a hospital included under the
CHAMPUS DRG-based payment systemto the care of another hospital that is
excluded from the CHAMPUS DRG-based paynent system because of participation in
a statew de cost control program which is exenpt fromthe CHAMPUS DRG-based
paynent system under subparagraph A.l.b.(1) of this chapter; or

d Fromthe care of a hospital included under the
CHAMPUS DRG-based paynent systemto the care of a unifornmed services treatnent
facility.

3 Pavment jpn full to the discharging hogpital. The
hospital discharging an inpatient shall be paid in full under the CHAMPUS
DRG-based payment system

4 Payment t0 a hospital transferring an jinpatient to
anot her hospital. |If a hospital subject to the CHAMPUS DRG-based paynent

system transfers an inpatient to another such hospital, the transferring
hospital shall be paid a per diemrate (except that in neonatal cases, other
t han normal newborns, the hospital will be paid at 125 percent of that per
diemrate), as determ ned under instructions issued by OCHAMPUS, for each day
of the patient’s stay in that hospital, not to exceed the DRG-based paynent

t hat woul d have been paid if the patient had been discharged to another
setting. However, if a discharge is classified into DRG No. 456 (Burns,
transferred to another acute care facility) or DRG 601 (neonate, transferred
| ess than or equal to 4 days old), the transferring hospital shall be paid in
full .

5 Additional vpavments to transferring hosvitals. A
transferring hospital may qualify for an additional paynent for extraordinary
cases that neet the criteria for long-stay or cost outliers.

(4) DRG system updates. The CHAMPUS DRG-based paynent systemis
nodel ed on the Medicare Prospective Paynent System (PPS) and uses annually

updated itens and nunmbers fromthe Medicare PPS as provided for in this Part
and in instructions issued by the Director, OCHAMPUS. The effective date of
these itenms and nunbers shall correspond to that under the Medicare PPS except
where distinctions are nmade in this chapter.

b. Applicability of the DRG system

(1) Areas affected. The CHAMPUS DRG-based payment system shall
apply to hospitals’ services in the fifty states, the District of Col unbia,
and Puerto Rico, except” that any state which has inplemented a separate
DRG-based paynent system or similar paynent systemin order to control costs
and is exenpt fromthe Medicare Prospective Paynent System may be exenpt from
t he CHAMPUS DRG-based paynent systemif it requests exenption in witing, and
provi ded paynment under such system does not exceed paynent which woul d
ot herwi se be nade under the CHAMPUS DRG-based paynent system.
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(2) Servi ces subiject to the DRG-bagsed payment system. All
normal | y covered inpatient hospital services furnished to CHAMPUS
beneficiaries by hospitals are subject-to the CHAMPUS DRG-based paynent system

(3) ferexempt from the DRG-based pavyment svsatem. The
foll ow ng hospital services, even when provided in a hospital subject to the
CHAMPUS DRG-based paynent system are exenpt from the CHAMPUS DRG-based
paynent system  The services in subparagraphs A.l.b. (3)(a) through (d) and
(9) through (i) shall be reinbursed under the procedures in subsection A 3. of
this chapter, and the services in subparagraphs A.l.b. (3)(e) and (f) shall be
rei nbursed under the procedures in section G of this chapter.

(a) Services provided by hospitals exenpt from the DRG~based
payment system.

(b) Al services related to kidney acquisition by Renal
Transpl antati on Centers.

(c) Al services related to a heart transplantation which would
ot herwi se be paid under DRG 103.

(d) Al services related to liver transplantati on when the
transplant is performed in a CHAMPUS- aut horized liver transplantation center.

(e) Al professional services provided by hospital-based
physi ci ans.

(f) All services provided by nurse anesthetists.

(g) All servicesrel ated to di scharges involving pediatric bone
marrow transplants (patient under 18 at adm ssion).

(h) Al services related to discharges involving children who
have been determned to be H 'V seropositive (patient under 18 at adm ssion).

(i) All services related to discharges involving pediatric
cystic fibrosis (patient under 18 at adm ssion).

(3) For adm ssi ons occurring on or after October 1, 1990, the
costs of blood clotting factor for henophilia inpatients. An additional

paynent shall be nade to a hospital for each unit of blood clotting factor
furnished to a CHAMPUS inpatient who is henmophiliac in accordance with the
amount s established under the Medicare Prospective Paynent System (42 CFR
412.115).

(4) Hospitals subject to the CHAMPUS DRG-based payment system.
All hospitals within the fifty states, the District of Colunbia, and Puerto
Rico which are certified to provide services to CHAMPUS beneficiaries are
subject to the DRG based paynent system except for the follow ng hospitals or
hospital units which are exenpt.

14-4
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(a) Psychiatric hogpitalg. A psychiatric hospital which is
exenpt from the Medicare Prospective Paynent Systemis also exenpt fromthe

CHAMPUS DRG based paynent system In order for a psychiatric hospital which
does not participate in Medicare to be exenpt fromthe CHAMPUS DRG-based
paynment system it nust neet the sane criteria (as determned by the Director,
OCHAMPUS, or a designee) as required for exenption fromthe Medicare
Prospective Paynment System as contained in Section 412.23 of Title 42 CFR

(b) Rehabilitation hospitals. A rehabilitation hospital which
s exenpt fromthe Medicare Prospective Paynent Systemis also exenpt fromthe
CHAMPUS DRG-based paynent system In order for a rehabilitation hospital
whi ch does not participate in Medicare to be exenpt fromthe CHAMPUS DRG-based
paynent system it nust neet the sane criteria (as determned by the Director,
OCHAMPUS, or a designee) as required for exenption fromthe Medicare
Prospective Paynent System as contained in Section 412.23 of Title 42 CFR,

(c) Psychiatric and rehabilitation units (distinct parts). A
psychiatric or rehabilitation unit which is exenpt from the Medicare
prospective paynent systemis also exenpt fromthe CHAMPUS DRG-based paynent
system In order for a distinct unit which does not participate in Mdicare
to be exenpt from the CHAMPUS DRG-based paynent system it nust neet the sane
criteria (as determned by the Director, OCHAMPUS, or a designee) as required
for exenption fromthe Medicare Prospective Paynent System as contained in
Section 412.23 of Title 42 CFR.

(d) Long-term hospitals. A long-term hospital which is exenpt
from the Medicare prospective paynent systemis also exenpt fromthe CHAMPUS
DRG-based paynent system In order for a long-term hospital which does not
participate in Medicare to be exenpt from the CHAMPUS DRG-based paynent
system it nust have an average length of inpatient stay greater than 25 days:

1 As conputed by dividing the nunber of total inpatient
days (less |eave or pass days) by the total nunber of discharges for the
hospital’s nost recent fiscal year; or

2 As conputed by the sane nethod for the imediately
preceding six-nonth period, if a change in the hospital’s average | ength of
stay is indicated.

(e) Sol e community hospitals. Any hospital which has qualified
for special treatment under the Medicare prospective paynent system as a sole
comunity hospital and has not given up that classification is exenpt fromthe
CHAMPUS DRG-based paynent system (See Subpart G of 42 CFR Part 412.)

(f) Christian Science sanatoriunms. Al Christian Science
sanatoriuns (as defined in paragraph B.4.h. of Chapter 6) are exenpt fromthe
CHAMPUS DRG-based paynment system
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(9) Cancer hospitals. Any hospital which qualifies as a cancer
hospital under the Medi care standards and has elected to be exenpt fromthe
Medi care prospect ive paynent systemis exenpt fromthe CHAMPUS DRG-based
payment system. (See 42 CFR Section 412.94. )

(h) Hospitals outside the 50 states. the District of Col umbi a
and Puerto Rico. A hospital is excluded fromthe CHAMPUS DRG-based paynent

systemif it is not located in one of the fifty States, the District of
Col unbi a, or Puerto Rico.

(5) Hospitals which do not participate in Medicare. It is not
required that a hospital be a Medicare-participating provider in order to be

an aut hori zed CHAMPUS provider. However, any hospital which is subject to the
CHAMPUS DRG-based paynent system and whi ch otherw se neets CHAMPUS

requi renments but which is not a Medicare-participating provider (having

conpl eted a form HCFA-1514, Hospital ‘Request for Certification in the

Medi care/ Medi cai d Program and a form HCFA-1561, Heal th | nsurance Benefit
Agreenent ) must conplete a participation agreement with OCHAMPUS. By
conpleting the participation agreenent, the hospital agrees to participate on
all CHAMPUS inpatient clainms and to accept the CHAMPUS-determ ned all owabl e
amount as paynment in full for these clains. Any hospital which does not
participate in Medicare and does not conplete a participation agreenent with
OCHAMPUS Wi || not Dbe authorized to provide services to CHAMPUS beneficiaries.

c. Determnation of pavment anpunts. The actual paynent for an
i ndi vi dual cl ai m under the CHAMPUS DRG-based paynent systemis cal cul ated by
mul ti plying the appropriate adjusted standardi zed amount (adjusted to account
for area wage differences using the wage indexes used in the Medicare program
by a weighting factor specific to each DRG

(1) Calculation of DRG Weights.

(a) Grouping of chardes. All discharge records in the database
shal| be grouped by DRG

(b) Remove DRGs 469 and 470. Records from DRGs 469 and 470
shal|l be renoved fromthe database.

(c) Ilndirect nedical education standardization. To standardize
the charges for the cost effects of indirect nedical education factors, each
teaching hospital’'s charges will be divided by 1.0 plus the followng ratio on
a hospital-specific basis:

nunber of interns + resi dentls5795_
1.43 X [ (1.0 + SUTher of beds } 1.0

14-6



boD 6010 8-R
Jul 91

(d) \Waae level standardization. To standardize the
charge records for area wage differences, each charge record will be divided
into | abor-related and nonl abor-related portions, and the |abor-rel ated
portion shall be divided by the nost recently avail abl e Medi care wage i ndex
for the area. The |abor-related and nonl abor-related portions will then be
added toget her.

(e) Elimnation of statistical outliers. All unusually
hi gh or |ow charges shall be renoved from the database.

(f) Calculation of DRG average charge. After the
standardi zation for indirect medical education, and area wage differences,

an average charge for each DRG shall be conputed by summ ng charges in a DRG
and dividing that sum by the nunber of records in the DRG

(9) CGalculation of national average_charae.per.
discharge. A national average charge per discharge shall be cal culated by
summ ng all charges and dividing that sum by the total nunmber of records
fromall DRG categories.

(h) DRGrelative weights. DRG relative weights shall be
calculated for each DRG category by dividing each DRG average charge by the
national average charge.

(2) Emptv and | ow volunme DRGS. The Medicare weight shall be
used for any DRG with |less than ten (10) occurrences in the CHAMPUS
dat abase. The short-stay thresholds shall be set at one day for these DRGs
and the long-stay threshol ds shall be set at the FY 87 Medicare thresholds.

(3) Updating DRG weights. The CHAMPUS DRG wei ghts shall be
updat ed or adjusted as foll ows:

(a) DRG wei ghts shall be recal cul ated annual |y using
CHAMPUS charge data and the net hodol ogy described in subparagraph A.l.c. (1)
of this chapter.

(b) Wen a new DRGis created, CHAMPUS will, if
practical, calculate a weight for it using an appropriate charge sanple (if
avai |l abl e) and the nethodol ogy described in subparagraph A.l.c.(1) of this
chapter.

(c) In the case of any other change under Medicare to an
exi sting DRG wei ght (such as in connection wth technol ogy changes), CHAMPUS
shall adjust its weight for that DRG in a manner conparable to the change
made by Medi care.

(4) Calculation of the adjusted standardi zed anounts. The
foll owm ng procedures shall be followed in calculating the CHAMPUS adj usted
st andar di zed anounts.
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(a) Differentiate large urban, other wurban, and rural
charaes. Al charges in the database shall be sorted into |arge urban,

ot her urban, and rural groups (using the sane definitions for these
categories used in the Medicare programj. The follow ng procedures will be
applied to each group.

(b) Indirect nedical education standardization. To
standardi ze the charges for the cost effects of indirect nmedical education
factors, each teaching hospital’s charges will be divided by 1.0 plus the
followng ratio on a hospital -specific basis:

nunber of jnterns + residentsp=3795_ 1 o
1.43 X[ {1‘0 * nunber of beds :} )

(c) wage level standardi zation. To standardi ze the
charge records for area wage differences, each charge record wll be divided
into | abor-rel ated and nonlabor-related portions, and the |abor-related
portion shall Dbe divided by the nost recently avail abl e Medi care wage index
for the area. The | abor-related and nonl abor-related portions will then be
added toget her.

(d) Apply the cost to charae ratio. Each charge is to
be reduced to a representative cost by using the Medicare cost to charge
ratio. This amount shall be increased by 1 percentage point in order to
rei nburse hospitals for bad debt expenses attributable to CHAMPUS
beneficiari es.

(e) Prelimnary base vear standardi zed amount. A

prelimnary base year standardized anount shall be calculated by summ ng all
costs in the database applicable to the large urban, other urban, or rural
group and dividing by the total nunber of discharges in the respective group.

(f) uUpdate for inflation. The prelimnary base year
standardi zed anounts shall be updated using an annual update factor equal to

1.07 to produce fiscal year 1988 prelimnary standardi zed anounts.
Thereafter, any devel opnent of a new standardi zed amount will use an
inflation factor equal to the hospital market basket index used by the
Health Care Financing Adm nistration in their Prospective Paynent System

(9) The preliminary standardized amounts, updated for
inflation, shall be divided by a system standardization factor so that total

DRG out | ays, given the database distribution across hospitals and di agnoses,
are equal to the total charges reduced to costs.

(h) Labor and nonlabor portions of the adjusted
standardi zed ampunts. The adjusted standardi zed amounts shall be divided
into | abor and nonl abor portions in accordance with the Medicare division of
| abor and nonlabor portions.
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(5) Adjustnents to the DRG-based payment anounts. The

follow ng adjustnents to the DRG-based anounts (the weight multiplied by the
adj ust ed standardi zed amount) w il be nade.

(a) outliers. The DRG-based paynent to a hospital shall
be adjusted for atypical cases. These outliers are those cases that have
ei ther an unusually short length-of-stay or extrenely long |ength-of-stay ox
that involve extraordinarily high costs when conpared to nost discharges
classified in the same DRG  Cases which qualify as both a |ength-of-stay
outlier and a cost outlier shall be paid at the rate which results in the
greater paynent.

1 Length-of-stay outliers. Length-of-stay outliers
shall be identified and paid by the fiscal internmediary when the clains are
processed.

a Short-stay outliers. Any discharge with a
| engt h-of -stay (LOS) less than 1.94 standard deviations fromthe DRG’s
geonetric LOS shall be classified as a short-stay outlier. Short-stay
outliers shall be reinbursed at 200 percent of the per diemrate for the DRG
for each covered day of the hospital stay, not to exceed the DRG anount.
The per diemrate shall equal the DRG amount divided by the geonetric nean
| engt h-of -stay for the DRG

b Lena-stay outliers. Any di scharge (except
for neonatal services and services in children’s hospitals) which has a
| engt h-of -stay (LOS) exceeding a threshold established in accordance with
the criteria used for the Medicare Prospective Paynent System as contained
in 42 CFR 412.82 shall be classified as a |ong-stay outlier. Any discharge
for neonatal services or for services in a children’'s hospital which has a
LOS exceeding the |esser of 1.94 standard deviations or 17 days fromthe
DRG’s geonetric nmean LOS also shall be classified as a | ong-stay outlier.
Long-stay outliers shall be reinbursed the DRG-based anount plus a
percentage (as established for the Medicare Prospective Paynment System of
the per diemrate for the DRG for each covered day of care beyond the
| ong-stay outlier threshold. The perdiemrate shall egual the DRG anount
di vided by the geonetric nmean LGOS for the DRG

2 Cost outliers. Additional paynment for cost
outliers shall be nmade only upon request by the hospital.

a Cost outliers except those in children’s
hospitals orfor neonatal services. Any discharge which has standardi zed
costs that exceed a threshold established in accordance with the criteria
used for the Medicare Prospective Paynent System as contained in 42 CFR
412. 84 shall qualify as a cost outlier. The standardi zed costs shall be
calculated by nmultiplying the total charges by the factor described in
subparagraph a.1.c. (4) (d) and adjusting this amount for indirect medica
education costs. Cost outliers shall be reinbursed the DRG-based anobunt
plus a percentage (as established for the Medicare Prospective Paynent
System) of all costs exceeding the threshold.
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b Cost outliers in_ children’s hospitals and
for neonatal services. Any discharge for services in a children’s hospital

or for neonatal services which has standardi zed costs that exceed a
threshold of the greater of two times the DRG based anount or $13,500 shall
qualify as a cost outlier. The standardized costs shall be cal cul ated by
mul ti plying the total charges by the factor described in subparagraph
A.l.c.(4)(d) (adjusted to include average capital and direct medical
education costs) and adjusting this amount for indirect medical education
costs. Cost outliers for services in children’s hospitals and for neonatal
services shall be reimbursed the DRG-based amount plus a percentage (as
established for the Medicare Prospective Payment System) of all costs
exceeding the threshold.

¢ Cost outliers for burn cases. All cost
outliers for DRGs related to burn cases shall be reinbursed the DRG-based
amount plus a percentage (as established for the Medicare Prospective
Payment System) of all costs exceeding the threshold. The standardized
costs and thresholds for these cases shall be calculated in accordance with
subparagraph a.1.c.(5)(a)2 a and subparagraph A.1l.c. (5)(aj)2 b.

(b) \Wae Adjustnent. CHAMPUS will adjust the |abor
portion of the standardi zed anobunts according to the hospital’s area wage
| ndex.

| (c) Indirect Medical Education Adjustnent. The wage
adj usted DRG payment Will also be nmultiplied by 1.0 plus the hospital’s
i ndirect nedical education ratio.

(d) Children’'s Hospital Differential. Wth respect to
clainms fromchildren's hospitals, the appropriate adjusted Standardi zed
amount shall al so be adjusted by a children’s hospital differential.

1 Qualifving children’'s hospitals. Hospitals
qualifying for the children's hospital differential are hospitals that are
exenpt fromthe Medicare Prospective Paynent System or, in the case of
hospitals that do not participate in Medicare, that neet the sane criteria
(as determined by the Director, ocHaMPUS, or a designee) as required for
exenption fromthe Medicare Prospective Paynent System as contained in 42
CFR 412. 23.

2 Calculation of differential. The differenti al
shall be equal to the difference between a specially calculated children’'s
hospi tal adjusted standardi zed anount and the adjusted standardi zed anount
for fiscal year 1988. The specially calculated children’s hospital adjusted
st andardi zed anount shall be calculated in the sane manner as set forth in
subparagraph a.l.c.(4), except that:

a The base period shall be fiscal year 1988
and shall represent total estinmated charges for discharges that occurred

during fiscal year 1988.

b No cost to charge ratio shall be applied.
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c Capital costs and direct nedical education
costs will be included in the cal culation,

d The factor used to update the database for
inflation to produce the fiscal year 1988 base period anount shall be the
appl i cabl e Medicare inpatient hospital market basket rate.

3 Transition rule. Until March 1, 1992, separate
differentials shall be used for each higher volume children’s hospital
(individually) and for all other children’s hospitals (in the aggregate).
For this purpose, a higher volume hospital is a hospital that had 50 or more
CHAMPUS discharges in fiscal year 1988.

4 Hold harm ess provision. At such tine as the
weights initially assigned to neonatal DRGs are recalibrated based on
sufficient volunme of CHAMPUS clains records, children’s hospital
differentials shall be recal cul ated and appropriate retrospective and
prospective adjustnments shall be made. To the extent practicable, the
recal cul ation shall also include reestinmated values of other factors
(including but not limted to direct education and capital costs and
“indirect education factors) for which nore accurate data becane avail abl e.

5 No_update for inflation. The children’s hospital
differential, calculated (and later recal culated under the hold harnl ess
provision) for the base period of fiscal year 1988, shall not be updated for
subsequent fiscal years.
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G  REI MBURSEMENT OF | NDI VI DUAL HEALTH CARE PROFESSI ONALS AND OTHER
ON=-INST I - LDERS

The CHAMPUS-determined reasonabl e charge (the anount allowed by CHAMPUS )
fort he service of an individual health-care professional or other
non-institutional health-care provider (evenif enployed by or under
contract to an institutional provider) shall be determ ned by one of the
foll owm ng nmet hodol ogi es, that is, whichever is in effect in the specific
geographic location at the tine covered services and supplies are provided
to a CHAMPUS beneficiary.

1. Allowable charae net hod.

a. In general. The allowable charge method is the preferred and
primary nethod for reinbursement of individual health care professionals and
other non-institutional health care providers (covered by 10 u.s.c.
1079(h)(l)). The allowable charge for authorized care shall be the | owest
of the billed charge, the prevailing charge level or the appropriate charge

| evel .

b. Prevailing charge | evel .

(1) Beginning in calendar year 1992, the prevailing charge
| evel shall be calculated on a national basis, then adjusted for localities
i n accordance with paragraph 6.1.d. of this section.

(2) The national prevailing charge level referred to in
paragraph 6.1.b. (1) of this sectionis the Ievel that does not exceed the
anount equivalent to the 80th percentile of billed charges made for simlar
services during the base period. The 80th percentile of charges shall be
determ ned on the basis of statistical data and nethodol ogy acceptable to
the Director, ocHAMPUS (or a designee).

(3) For purposes of paragraph 6.1.b. (2) of this section, the
base period shall be a period of 12 cal endar nonths and shall be adjusted
once a year, unless the Director, ocHaMpus, determnes that a different
period for adjustnent is appropriate and publishes a notice to that effect

in the Federal Resister.

C. Appropriate charge |evel. Beginning in cal endar year 1992,
the appropriate charge |level shall be calculated on a national basis, then

adjusted for localities in accordance with paragraph G.1.d. of this
section. The appropriate charge |evel for each procedure is the product of
the follow ng two-step process:

(1) step 1 : Procedures classified. Al procedures are
classified into one of three categories, as follows:

(a) overpriced procedures. These are the procedures for
which the prior year’'s national appropriate charge level or nationa
prevailing charge level, whichever is |less, exceeds the Medicare converted
relative value unit (crvu)y by greater than 150 percent. For purposes of the
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precedi ng sentence the CRVU is the Medicare Resource-Based Rel ative Val ue
Scale relative value unit, convertedto a dollar value by using the applicable
Medi care conversion factor. For any particular procedure for which conparable
CRVU and CHAMPUS data are unavailable, but alternative data are available that
the Director, OCHAMPUS (or designee) determines provide a reasonable
approximation of relative wvalue or price for purposes of the comparison
required by this paragraph, the conpari son may be based on such alternative
dat a.

(b) O her Procedures. These are procedures subject to the
al l owabl e charge nethod that are not included in either the overpriced
procedures group or the primary care procedures group.

(c) Primary care procedures. These are primary care procedures,
excluding overpriced procedures. The CHAMPUS definition of primary care

includes maternity care and delivery services and well baby care services.

(2) Step 2: calculating appropriate charge |levels. For each
year, appropriate charge levels will be calculated by adjusting the prior

year’'s appropriate charge levels as follows:

(a) For overpriced procedures, the prior year’s appropriate
charge level for each procedure shall be reduced by the lesser of: the
percentage by which it exceeds 150 percent of the Medicare converted relative
value unit or fifteen percent.

(b) For other procedures, the prior year’'s appropriate charge
| evel for each procedure shall be continued.

(c) For primary care procedures, the prior year’'s appropriate
charge level shall be adjusted by the Medicare Economc Index (MEl), as the
MEI is applied to Medicare prevailing charge |evels.

d. Calculating prevailing charae |evels and appropriate charqge
levels for localities. The national prevailing charge |evels deternined
pursuant to paragraph 6¢.1.b. of this section and the national appropriate
charge levels calculated pursuant to paragraph G.1.ec. of this section will be
adj usted for localities using the sane (or simlar) geographical areas and the
sanme geographic adjustnent factors as are used for determning allowable

charges under Medi care.

e. Special rules for 1991,

(1) Appropriate charge levels for care provided on or after January
1, 1991, and before the 1992 appropriate charge |levels take effect shall be
the same as those in effect on Decenber 31, 1990, except that appropriate
charge levels for care provided on or after October 7, 1991 shall be those
establ i shed pursuant to this paragraph 6.1.e. of this section.

(2) Appropriate charge levels will be established for each locality
for which an appropriate charge level was in effect immediately prior to
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Cctober 7, 1991. For each procedure, the appropriate charge level shall be
the appropriate charge level in effect immediately prior to Cctober 7, 1991,
adj usted as provided in G.l.e.(2)(a) through (c) ofthis section.

(a) For each overpriced procedure, the | evel shall be reduced by
fifteen percent.. Forthis purpose, overpriced procedures are the procedures
determ ned by the Physician Paynent Review Comm ssion to be overval ued
pursuant to t he process est abl i shed under the Medi care program ot her
procedures considered overval ued in the Medicare program (for which Congress
directed reductions in Medicare allowable levels for 1991), radi ol ogy
procedures and pat hol ogy procedures.

(b) For each other procedure, the |level shall remain unchanged.
For this purpose, other procedures are procedures which are not overpriced
procedures or primary care procedures.

(c) For each primary care procedure, the level shall be adjusted

by the MEI,asthe MEl is applied to Medicare prevailing charge |evels. For
this purpose, primary care procedures include maternity care and delivery
services and wel |l baby care services.

{3) For purposes of this paragraph G 1. e. , “appropriate “charge
| evel s in effect at any tinme prior to Cctober 7, 1991 shall mean the | esser
of:

(@) The prevailing charge levels then in effect, or

(b) The fiscal year 1988 prevailing charge |evels adjusted by
t he Medicare Econom c Index (MEl) was applied beginning in fiscal year 1989.

f. Special transition rule for 1992
(1) For pur poses of calculating the national appropriate charge

| evel s for 1992, the prior year's appropriate charge level for each service
wi || be considered to be the |level that does not exceed the anount equival ent
to the 80th percentile of billed charges made for simlar services during the
base period of July 1, 1986 to June 30, 1987 (determ ned asunder paragraph
G.1.b.(2) of this section), adjusted to cal endar year 1991 based on the

adj ustnents nmade for maxi num CHAMPUS al | owabl e charge |evels through 1990 and
the application of paragraph G.l.e. of this section for 1991.

(2) The adjustnent to cal endar year 1991 of the product of
paragraph 6.1.£. (1) of this section shall be as follows:

(a) For procedures other than those described in paragraph
G.1.f£.(2)(b) of this section, the adjustnment to 1991 shall be on the same
basis as that provided under paragraph G.1.e. of this section,

(b) For any procedure that was considered an overpriced
procedure for purposes of the 1991 prevailing charge |evels under paragraph
G.1l.e. of thie section for which the resulting 1991 prevailing charge level
was | ess than 150 percent of the Medicare converted relative value unit, the
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adj ustnent to 1991 for purposes of the special transition rule for 1992 shall
beasif the procedure had been treated under paragraph G.l.e.(2) (b) of this
section for purposes of the 1991 prevailing charge |evel.

Q* Adjustnents and Procedural rules.

(1) The Director, OCHRMPUS nay neke adjustnents to the
appropriate charge |evels cal cul ated pursuant to paragraphs G.l.c. and G.1l.e.
ofthis section to correct any anonmalies resulting fromdata or statistical
factors, significant differences between Medicare-relevant information and
CHAMPUS- r el evant considerations or other special factors that fairness
requi res be specially recognized. However, no such adjustnent may result in
reduci ng an appropri ate charge level.

(2) The Director, OCHAMPUS Wi || issue procedural instructions for
adm ni stration of the all owabl e charge nethod.

h. A charge that exceeds the prevailing charge can be determned to
be al | owabl e only when unusual circunstances or nedical conplications justify
t he higher charge. The allowable charge may not exceed the billed charge
under any circumnstances.

I The al |l owabl e charge for physician assistant services other than
assi stant-at-surgery may not exceed 85 percent of the allowable charge for a
conpar abl e service rendered by a physician performng the service in a simlar
| ocation. For cases in which the physician assistant and the physician
perform conponent servicesof a procedure other than assistant-at-surgery
(e.g., hone, office or hospital visit), the conbined allowable charge for the
procedure may not exceed the allowable charge for the procedure rendered by a
physician alone. The allowable charge for physician assistant services
perforned as an assistant-at- surgery nmay not exceed 65 percent of the
al | onabl e charge for a physician serving as an assistant surgeon when
aut hori zed as CHAMPUS benefits in accordance with the provisions of Chapter 4
c.3.c. of this Part. Physician assistant services nust be billed through the
enpl oyi ng physician who nust be an authorized CHAMPUS provi der.

2. A l-inclusive rate. dains from individual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC
that is either being reinbursed on an all-inclusive per diemrate, or is
billing an all-inclusive per diemrate, shall be denied; with the exception of
| ndependent heal th-care professionals providing geographically distant famly
therapy to a famly nmenber residing a mninmumof 250 mles fromthe RTC or
covered nedical services related to a nonmental health condition rendered
outside the RTC. Reinbursenent for individual professional services is
included in the rate paid the institutional provider.

3. Alternative nethod. The Director, OCHAMPUS, or a designee, nay,
subject to the approval of the AsSD(HA), establish an alternative nethod of
rei nbur senent designed to produce reasonable control over health care costs
and to ensure a high level of acceptance of the CHAMPUS- determ ned charge by
the individual health-care professionals or other noninstitutional health-care
providers furnishing services and supplies to CHAMPUS beneficiari es.
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Al ternative methods may not result in reinbursenent greater than the allowable
charge method above.

The Mlitary-Cvilian Health Services Partnership Program asauthorized
by Section 1096, Chapter 55, Title 10, provides for the sharing of staff,
equi pment, and resources between the civilian and mlitary health care system
in order to achieve nore effective, efficient, or economical health care for
authorized beneficiaries. Military treatment facility commanders, based upon
the authority provided by their respective Surgeons General of the military
departments, are responsible for entering into individual partnership
agreements only when they have determined specifically that use of the
Partnership Program is more economical overall to the Government than
referring the need for health care services to the civilian community under
the normal operation of the CHAMPUS Program. (See Section P. of Chapter 1,
for general requirements of the Partnership Program)

1. Rei mbursenment of institutional health care providers. Reinbursenent
of institutional health care providers under the Partnership Program shall be
on the sane basis as non-Partnership providers.

2. Rei mbursenent of individual health-care Professionals and other
non-institutional health care providers. Reinbursenent of individual health
care professional and other non-institutional health care providers shall be
on the sane basis as non-Partnership providers as detailed in Section G of
this chapter.

. ACCOMMODATI ON OF DI SCOUNTS UNDER PROVI DER REI MBURSEMENT METHODS

1. General rule. The Director, OCHAMPUS (or designee) has authority to
rei nburse a provider at an anount bel ow the anmount usually paid pursuant to
this chapter when, under a program approved by the Director, the provider has
agreed to the | ower anount.

2. Special abdications. The follow ng are exanples of applications of
the general rule; they are not all inclusive.
a. In the case of individual health care professionals and ot her

noni nstitutional providers, if the discounted fee is below the provider’s
normal billed charge and the prevailing charge |level (see section G of this
chapter), the discounted fee shall be the provider’s actual billed charge and
t he CHAMPUS al | owabl e char ge.

b. In the case of institutional providers normally paid on the
basis of a pre-set anount (such as DRG-based anount under subsection A . of
this chapter or per-diem anount under subsection A 2. of this chapter), if the
di scount rate is |ower than the pre-set rate, the discounted rate shall be the
CHAMPUS- determ ned al l owabl e cost. This is an exception to the usual rule
that the pre-set rate is paid regardless of the institutional provider’s
billed charges or other factors.
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3. Pr ocedur es.

a. This section only applies when both. the provider and the
Director have agreed to the discounted paynment rate. The Director’s agreenent
may be in the context of approval of a programthat allows for such discounts.

b. The Director of OCHAMPUS may establish uniformterns, conditions
and limtations for this paynent nmethod in order to avoid administrative
conpl exi ty.

J. OUTSIDE THE UNI TED STATES

The Director, OCHAMPUS, or a designee, shall determne the appropriate
rei nbursenent method or nethods to be used in the extension of CHAMPUS
benefits for otherw se covered nedical services or supplies provided by
hospitals orother institutional providers, physicians or other individual
prof essional providers, or other providers outside the United States.

K. LMPLEMENTI NG | NSTRUCTI ONS

The Director, OCHAMPUS, or adesignee, shall issue CHAMPUS poli cies,
i nstructions, procedures, and guidelines, as may be necessary to inplenent the
intent of this chapter.
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